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This brief responds to the Committee’s desire for information updating CRB’s 2002 report, 
“Motion Picture Production in California,” in support of the Committee’s scheduled, March 21, 
2011 joint oversight hearing with the Assembly Committee on Revenue and Taxation, entitled 
“California’s Film Credit Under the Spotlight. A review of the Film and Television Tax Credit 
Program.” In this brief, we provide a short overview of trends in the film and television industry 
over the past decade, both in California and nationally. Attached as appendices are an annotated 
bibliography of recent research on states’ movie production incentive (MPI) policies; a table 
describing individual states’ movie and video production incentive programs, and several 
representative articles drawn from our literature search. 
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Fig. 1. Motion Picture and Video Industry
Employment in LA County, California and the U.S.

Industry advocates long have argued that movie production in California was in danger of being 
poached by other states or 
countries through their use of 
MPIs. These fears have been 
heightened in the past decade 
by widespread adoption of 
MPIs in other states since 
2002.  

However, available 
employment and wage data for 
the motion picture industry do 
not provide clear evidence that 
any significant damage to the 
state’s industry or economy has 
resulted from efforts by other 
states to draw movie 
production away from 



California in the past decade.  

Figure 1 displays annual, average total employment in the Motion Picture and Video Industry for 
Los Angeles County, the rest of California, and the United States as a whole over the last decade, 
relative to employment in 2000. The state data, which exclude self-employed workers and 
independent contractors, are drawn from the United States Census Bureau’s Quarterly Workforce 
Indicators (QWI), which are themselves derived from state administrative records.* The national 
figures are drawn from Current Employment Statistics survey data available from the Bureau of 
Labor Statistics.†  

Employment statistics for California for calendar year 2010 are not yet available, which limits 
our ability to draw inferences about the effects of ABX3 15 (Krekorian, Chapter 10, Statutes of 
2009). That bill established a credit against certain state sales and use taxes in 2009 and 2010 for 
qualifying film productions in California, as well as credits against California personal and 
corporate income taxes in 2011 and beyond for qualifying film productions in the state. 

As the figure clearly indicates, motion picture industry employment growth in Los Angeles has 
been robust, rising from just over 130,000 in 2000 to a peak of nearly 200,000 in 2008, before 
slumping somewhat in 2009. During the same period, total employment in Los Angeles County 
declined by 2.7 percent.  

In contrast, state and national movie and video industry employment outside of Los Angeles 
County has been quite flat in the last decade. For the state, non-L.A. employment ranged from a 
low of 20,537 in 2000 to a high of 22,226 in 2009. As a result of this very slow state-wide 
growth, Los Angeles’ share of industry employment in the state has risen over the decade, to 
89.6 percent in 2009, compared to 86.4 percent in 2000. Nationally, estimated employment in the 
narrower subcategory of Motion Picture and Video Production was virtually unchanged in 2009 
(183,000) from 2000 (182,000).  

Estimated national employment for the broadest industry measure, Motion Picture and Sound 
Recording Industries, declined from 383,000 in 2000 to 358,000 in 2009, whereas California’s 
employment rose from 162,000 to 218,000. Los Angeles County sector employment grew by 
more than 59,000 jobs.  

                                                 

* See “More information about the Quarterly Workforce Indicators” at 
http://lehd.did.census.gov/led/gdocs/Metadata4_QWI.htm. The figure depicts total employment for North American 
Industrial Classification System (NAICS) code 5121, “Motion Picture and Video Production.” This industry total 
includes five subcategories: Motion Picture and Video Production (512110), Motion Picture and Video Distribution 
(512120), Motion Picture and Video Exhibition (512130), Post-production Services (512191), and Other Motion 
Picture Industries (512199). Due to time constraints, our analyses were confined only to the 4-digit industry 
category.  

† Employment, Hours, and Earnings from the Current Employment Statistics survey (National), Series 
CEU5051211001. The national series thus is for only one subcategory of data (512110) and is presented to illustrate 
national trends. Because the survey data includes California employment, it somewhat obscures the differences 
between state and national trends.  
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The non-Los Angeles movie industry employment data roughly track overall employment trends 
in the state. Total employment in the state (excluding Los Angeles County) for all industries rose 
during the middle part of the decade, but returned to the 2000 level by 2009, reflecting the 
effects of the national recession.  

While industry employment in Los Angeles County grew over the decade, both in absolute terms 
and relative to movie industry employment in the rest of the state, the same has not been true for 
average monthly earnings. Los Angeles County movie industry employees earned, on average, 
27 percent more per month in 2000 than their non-L.A. counterparts. In 2009, the average L.A. 
county industry employee earned 13 percent less per month than his non-L.A. counterpart. This 
was driven both by declining average wages in Los Angeles and rising average (nominal) wages 
in the rest of the state. The causes of these shifts in relative wages within the state’s movie 
industry are beyond the scope of this brief.  

The divergence in movie industry employment trends between Los Angeles County and the rest 
of the state and nation, shown in Figure 1, raises important questions about the effects of various 
state policies designed to encourage industry investment, employment and production in the 
state. Between 2002 and 2010, the number of states offering some form of “movie production 
incentive” rose from a low of five to a high of 44, including 28 states (including California) that 
offer film tax credits. Appendix A reproduces a National Conference of State Legislatures table 
summarizing current state-by-state film industry incentives.  

We reviewed a number of academic and state government studies of MPI programs in other 
states in preparation for this brief. Superscripted references herein refer to the numbered 
reference items in Appendix B. Several key points arose from our review of that literature 
regarding the benefits and long-term impact of film tax incentives:  

 Film industry tax credits and other incentives in other states appear not to generate as many 
jobs for local/regional workers as hoped. Some states found that most production jobs are 
filled by out-of-state employees (many of whom may be from California). Estimated costs 
per job created appear to be significant. For example, the Massachusetts Department of 
Revenue estimates that the cost to the state per film industry job created during 2006-09 was 
$133,055.6  

 Tax credits for individual, qualifying projects are substantial in many cases (e.g., a 30-35 
percent fully-refundable credit on qualifying expenses in New York; a 25 percent credit on 
in-state purchases in North Carolina), although cash rebates may be limited by availability of 
funds in some cases.  

 Some states appear to absorb net revenue losses when issuing these tax credits. For example, 
the Louisiana Legislative Fiscal Officer estimated in a 2005 report that the state would 
recoup only 16-19 percent of its film tax credits in new revenue.5 The Massachusetts 
Department of Revenue’s January 2011 report6 states that Massachusetts provided $82.4 
million in film tax credits in calendar year 2009, which was associated with $103.8 million in 
film industry spending in the state, plus another $215.2 million spent outside of 
Massachusetts. Over the program’s first four years, the Massachusetts DOR estimates that 
every dollar in tax credit has returned only 14 cents in new tax revenue.  
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 Some analyses do not distinguish clearly between revenues raised under the incentives 
programs and revenues that would have been raised in their absence; to the extent that an 
incentive goes to a project that would have been made in the state anyway, the incentives are 
pure transfer payments to the movie or video production company.17  

 Some types of incentives – particularly refundable or transferable tax credits – can be sold to 
third parties. Some states found that film producers who would have been unable to claim the 
full value of a tax credit sold credits to other tax payers.5 These sales generate up-front cash 
for film producers but lower tax liabilities in the state by the full face values of the credits.  
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Fig. 2. Permit Production Days, Los Angeles Region

In order to investigate further the possibility that enactments of MPIs in other states may have 
adversely affected the movie and video production industry in California, we drew data on 
permit production days (PPDs) from FilmL.A. Inc., a 501(c)(4) not-for-profit corporation, 
funded primarily by permit 
coordination fees paid by Los 
Angeles-area production 
companies. Figure 2 plots 
PPDs by various types of 
production over the past 
decade. FilmL.A. defines a 
PPD as “a single crew's 
permission to film a single 
project, at a single defined 
location, during any given 
24-hour period.”*  

Note, however, that FilmL.A. 
states that data from 2008 
forward are not considered 
directly comparable to prior 
data (the figure includes a 
vertical line through 2008, 
indicating this break in the data collection methodology). Hence, no straightforward conclusions 
can be drawn about whether the 2008-10 data represent a true drop in production activity relative 
to 2007 and prior years. The uptick in PPDs for 2010 is consistent with the national survey 
evidence for employment in the sector (which is noted in Figure 1).  

Our goal in presenting the PPD data displayed in Figure 2 is to illustrate production outcomes in 
the Los Angeles region during the middle part of the decade, when other states were aggressively 
adopting MPI policies. These data show that television and “other” production activities 
(including still photo shoots, music videos, student films, documentaries, and miscellaneous 
other productions) account for the large majority of total, permitted production days in the L.A. 
area. According to this data, feature film production has declined since the beginning of the 
2000s both in absolute terms as well as in relative terms. At the beginning of the decade, feature 
                                                 

* See http://www.filmla.com/data_reports.php.  
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films accounted for one-fifth of total PPDs, but only 15 percent in 2007, a 25 percent relative 
decline in share. Television, which accounted for 23 percent of the PPDs at the start of the 
decade, now takes more than 40 percent of the total.  

The decline in feature film PPDs may in part reflect competitive pressures for feature film 
production arising from other states and foreign countries in recent years. However, those 
competing states’ subsidy programs do not explain the concomitant rises in television and other 
production shoots in the Los Angeles area. In the aggregate, L.A. regional PPDs averaged more 
than 52,400 per year during 2003-07, when other states were adopting motion picture incentive 
policies. This compares to only 45,000 per year during 2000-02. It is possible that motion picture 
and video production companies in the Los Angeles area have adapted to cross-state competitive 
locational pressures in the feature film industry by diversifying or refocusing their activities on 
television and other productions, where Los Angeles may retain a strong competitive advantage.  

The overall effect of state movie production incentive policies on the welfare of California’s 
movie and video production industry is thus unclear. The Los Angeles region appears to have 
experienced a redistribution of productive activities away from feature films and into other 
market opportunities, coupled with an overall growth in the size of the market. Data are not yet 
available with which to assess the effects of ABX3 15 on the industry, but employment data for 
the 2000-2009 period demonstrate that Los Angeles-area industry has outperformed the rest of 
the nation over the decade. This conclusion is further supported by permit production day data 
from the Los Angeles area, which shows overall growth in movie and video production activity 
even as the feature film subcategory has declined.  
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 Appendix A: State Movie Production Incentives 
The following table reproduces a slightly edited version of a National Conference of State 
Legislatures (NCSL) table, which can be found at 
http://www.ncsl.org/default.aspx?tabid=20189.  

The table summarizes state-by-state movie production incentive policies. In many cases, 
productions must meet additional qualifying restrictions, such as local content. Awards may be 
made on a first-come-first-serve basis and limited by budgetary restrictions (as in California).  

Film Production Incentives in the U.S. 
Alabama 

25 percent rebate of all state-certified expenditures and 35 percent of all payroll paid to residents 
of Alabama for the state-certified production for qualifying productions. Expenditures for a 
project must equal or exceed at least $500,000 but must not exceed $10 million. 

Alaska 
Up to 44 percent in a transferable tax credit on qualified production expenditures. Eligible 
projects are broadly defined as film, documentary, commercials and video projects. Minimum of 
$100,000 in qualified expenditures. The state has no personal income or sales taxes. 

Arizona 
20 percent nonrefundable tax credit on qualifying expenditures directly attributable to the 
production for production costs of $250,000 to $1 million; 30 percent for production costs over 
$1 million. A transaction privilege tax exemption on: purchased machinery, equipment and other 
tangible personal property, job printing, embossing, engraving and copying, leased or rented 
lodging space, sales of catered food, drink and condiments, and construction contracts for 
buildings and other structures. A use tax exemption on machinery, equipment and other tangible 
personal property. 

Arkansas 
Cash rebate of 15 percent of all qualified costs. Additional rebate of 10 percent for the payroll of 
below-the-line employees involved in the production who are full-time residents of the state. 

Colorado 
10 percent rebate for the below-the-line cost of producing a film, documentary or television 
program. In order to qualify for the rebate, the project must be produced and filmed in the state, 
and the production company must spend 75 percent of its below-the-line budget with Colorado 
businesses and hire 75 percent of its crew locally. 

Connecticut 
Tax credits for the production of digital media and motion pictures of 10 percent for productions 
incurring expenses between $100,000 and $500,000, 15 percent for expenses between $500,000 
and $1 million, and 30 percent for expenses over $1 million. The state also offers a tax credit for 
infrastructure costs, and exemptions for property, sales and hotel taxes. 

Delaware 
No film incentive program. The state does not levy a sales tax. 

Florida 
Qualified productions are eligible for 20 percent transferable tax credit. Additional five percent 
credits can be obtained for certified off-season productions and for certified family friendly 
productions, respectively. 
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Film Production Incentives in the U.S. 
Georgia 

Across-the-board tax credit of 20 percent based on a minimum investment of $500,000. 
Additional 10 percent enhancement can be earned by including an imbedded, animated Georgia 
logo on approved projects. Immediate point-of-purchase sales tax exemption of up to eight 
percent on most below-the-line materials and service purchases or rentals. 

Hawaii 
Refundable tax credit equals 15 percent of qualified production costs incurred on Oahu, and 20 
percent on other islands (Big Island, Kauai, Lanai, Maui, Molokai). A nonrefundable income tax 
credit equal to 80 percent of the investment amount, payable over five years; applies to Hawaii 
residents who invest in qualified companies producing "performing arts products," including 
film, television, video, audio and animation products. Royalties derived from performing arts 
products are excluded from a Hawaii taxpayer's income and not subject to state income tax. 

Idaho 
Motion picture rebate program is currently unfunded. The program provides a 20 percent rebate 
for qualifying productions on all goods and services purchased in Idaho, if at least $200,000 is 
spent in the state and at least 20 percent of crew are Idaho residents (increasing to 30 percent 
over time). Sales tax rebate on tangible personal property (which excludes consumables such as 
food) when $200,000 is spent on qualifying expenses. 

Illinois 
30 percent tax credit on all qualified expenditures, including post-production. The credit can be 
carried forward up to five years. Additional 15 percent tax credit on salaries of individuals who 
live in an economically disadvantaged area. No sunset date. 

Indiana 
Refundable tax credit of up to 15 percent of investment in a qualified media production project. 

Iowa 
Program was closed for new proposals in 2009. 

Kansas 
Film production income tax credit suspended in 2009 for two years. 

Kentucky 
Refund of the sales and use tax on expenditures made in connection with the production. 

Louisiana 
30 percent transferable credit for total in-state expenditures related to the production of a motion 
picture. Additional five percent labor tax credit can be earned on the payroll of Louisiana 
residents who are employed by a state-certified motion picture production.  

Maine 
Reimbursement of 10 percent of the amount paid as wages for non-Maine residents and 12 
percent of the amount paid as wages for Maine residents. Income tax rebate for investors in 
media projects. A certified media production company may qualify for a nonrefundable credit 
equal to the Maine income tax otherwise due on taxable income related to the certified media 
production. No state sales taxes on most production items, reimbursement on lodging taxes for 
long-term stays, and no state sales tax on purchases of most fuel and electricity for productions. 
 

8 



California Research Bureau Film Industry Incentives 

Film Production Incentives in the U.S. 
Maryland 

Rebate of up to 25 percent of the total direct costs incurred in the state while filming on location. 
Employee salaries of $1 million or more are excluded. The rebate is distributed in the form of a 
grant. To qualify, the production must incur at least $500,000 in total direct costs in the state and 
at least 50 percent of the production’s filming must occur in Maryland. In addition, the 
production must have nationwide distribution. 

Massachusetts 
Refundable tax credit equal to 25 percent of qualified expenses for productions who shoot at 
least half of their movie or spend at least half of their production budget in the state. 

Michigan 
Refundable tax credit of up to 42 percent of the amount of a production company’s in-state 
expenditures. Qualifying expenditures made in a designated “core community” are eligible for a 
42 percent credit; those made in a “non-core” community are eligible for a 40 percent credit (The 
Michigan Film Office has the list of qualifying “core communities” on their website). 

Minnesota 
Reimbursement of 15-20 percent of in-state production expenditures for feature films, national 
television or Internet, programs, commercials, music videos and documentaries. Qualified TV 
commercial productions (including post-production) are exempt from the state sales tax. All 
production personnel who stay in a hotel or other lodging under a lease agreement for 30 days or 
longer are exempt from the state lodging tax. 

Mississippi 
20 percent rebate on base investment (local spending) expenditures and 25 percent rebate on 
payroll paid to resident cast and crew whose wages are subject to Mississippi income tax 
withholding up to and including $1 million. To qualify, the employee must live in Mississippi, or 
maintain a home there, and spend more than six months in the state. 20 percent rebate on payroll 
paid to non-resident cast and crew whose wages are subject to Mississippi income tax 
withholding up to and including $1 million. Exemptions or reductions on sales and use taxes.  

Missouri 
Tax credits for up to 35 percent of the amount expended in Missouri for production or 
production-related activities. Up to 30 percent credit for qualifying out-of-state cast and crew 
when Missouri income taxes are withheld. 

Montana 
Applicants can qualify for the state’s incentive package of 14 percent back on Montana crew and 
talent salaries and nine percent return on production-related expenditures made in Montana. 
Production companies staying longer than 30 days at the same hotel/motel are exempt from the 
seven percent bed tax. The state does not levy a sales tax. 

Nebraska 
No film credit/incentive program. 

Nevada 
No film credit/incentive program. The state does not levy a personal income tax. 

New Hampshire 
No film credit/incentive program. The state does not levy a sales tax and has a limited income 
tax on only interest and dividends. 
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Film Production Incentives in the U.S. 
New Jersey 

The film production incentive was suspended for fiscal year 2011. 
New Mexico 

25 percent tax rebate on all direct production expenditures, including costs for a New Mexico 
crew. The rebate applies to feature and independent films, television, regional and national 
commercials, documentaries, video games and post-production. Non-resident actors and stunt 
performers qualify under a separate tax structure. Exemption at point of sale on gross receipts 
tax. This incentive cannot be used in conjunction with the 25 percent tax rebate. 

New York 
30-35 percent fully refundable tax credit on qualified expenses while filming in the state. 
Refundable tax credits are available for qualified commercials. Also, certain production activities 
and expenses are exempt from state/local sales and use taxes. 

North Carolina 
25 percent tax credit on in-state purchases of goods and services, not to exceed $20 million (an 
approximate $80 million in-state spend).  

North Dakota 
Film companies may qualify for an income tax exemption available to primary sector businesses 
that add value to a product, process or service that creates new wealth. This exemption requires 
approval by the State Board of Equalization. 

Ohio 
25 percent tax credit for non-wage and non-resident wage production expenditures and 35 
percent for resident wage production expenditures. 

Oklahoma 
Rebate of up to 37 percent on Oklahoma expenditures, capped at $5 million a year. 25 percent 
nonrefundable income tax credit to state taxpayers on film and music project profits when those 
profits are reinvested in another film or music project produced in Oklahoma. Income tax credits 
to investors building film or music production facilities in the state. Point of purchase tax 
exemption on sales taxes paid for property or services to be used in productions. This exemption 
cannot be used in conjunction with the 37 percent rebate. 

Oregon 
20 percent cash rebate on production-related goods and services paid to Oregon vendors; 10 
percent cash rebate of wages paid for work done in the state. The labor portion of this rebate can 
be combined with the Greenlight Oregon program for an effective labor rebate of 16.2 percent. A 
production must directly spend at least $750,000 in the state to qualify. The Indigenous Oregon 
Production Investment Fund program provides rebates of 20 percent for goods and services and 
10 percent of Oregon labor for films produced by Oregon filmmakers who spend a minimum of 
$75,000 but not more than $750,000 on their projects. The state has no general sales and use tax; 
lodging taxes are waived for rooms held longer than 30 days. 

Pennsylvania 
25 percent tax credit on productions that spend at least 60 percent of their total production budget 
in the state. Feature and TV films, TV talk or game show series, TV commercials, and TV pilots 
or episodes intended as programming for a national audience qualify. 
 

 

10 



California Research Bureau Film Industry Incentives 

Film Production Incentives in the U.S. 
Rhode Island 

Film companies may apply for a 25 percent transferable tax credit for all in-state spending. It 
includes salaries for people working on the ground, in the state. The film/TV commercial/video 
game production must be filmed primarily in the state and have a minimum budget of $300,000. 

South Carolina 
Up to a 20 percent cash rebate on in-state employee wages and a 10 percent cash rebate up to 
$3,500 on out-of-state employee wages. Salaries for out-of-state performing artists (including 
stunt performers) are eligible for the full 20 percent cash rebate. Up to a 30 percent cash rebate 
on in-state supplier expenditures if at least $1 million is spent in the state. Productions spending 
more than $250,000 in the state are exempt from sales and accommodations taxes and all film 
productions are eligible to use state properties for free. 

South Dakota 
No film credit/incentive program. The state does not levy a personal income tax. 

Tennessee 
Rebate of 13 percent of total qualified production expenditures for a feature film, television 
program or commercial produced in the state; plus two percent more if at least 25 percent of the 
cast and/or crew are Tennessee residents (“day players” and extras are not included in 
determining the 25 percent); plus two percent more (maximum cash rebate of $100,000) if the 
production company spends at least $20,000 per production/per episode for music created by 
Tennessee residents or for recording music in the state. 15 percent refund calculated upon 
qualified expenses that are necessary for the production of a theatrical film or television show 
produced in the state. In order to qualify, the production company must be headquartered in 
Tennessee and it or its subsidiary must incur at least $1 million in qualified expenses in the state. 
The state income tax is on only interest and dividends earnings. 

Texas 
Five to 15 percent rebate of eligible in-state spending upon completion of a review of production 
expenditures for qualifying feature films, television programs, commercials, video games, and 
stand-alone post production/finishing projects. Both live-action and animated projects are 
eligible. Point-of-sale sales tax exemptions on most items rented or purchased for direct use in 
production. Refunds of the six percent state occupancy tax on hotel rooms occupied for more 
than 30 consecutive days, and refunds on taxes paid on fuel used off road. The state does not 
levy a personal income tax. 

Utah 
20 percent rebate on every dollar spent in the state, minimum of $1 million to qualify. Point-of-
sales sales tax exemption on machinery and equipment. Exemption from the transient room tax. 
Accommodation charges for stays of 30 consecutive days or longer are exempt from sales and 
use taxes and all sales-related taxes. 

Vermont 
Exemptions from hotel taxes, sales and use taxes. Performers can receive an income tax 
exemption limited to the amount they would pay in their home states. 
 

 

 

 11 



Film Production Incentives in the U.S. 
Virginia 

Rebates subject to the Governor's Motion Picture Opportunity Fund. This rebate, at the 
governor’s discretion, takes into consideration the length of filming, job creation, number of 
trainees hired and goods and services purchased. Exemptions on state sales and use taxes and 
state and local lodging taxes. 

Washington 
Film makers may receive assistance of up to 30 percent of total in-state qualified expenditures 
(including labor and talent personnel who are state residents) for selected commercial, television 
and feature film productions. The state also provides exemptions for sales and use taxes, and 
hotel/lodging taxes. Additionally, the state does not levy a personal income tax.. 

West Virginia 
Transferable tax credits of up to 31 percent of qualified in-state spending (27 percent base plus 
four percent if 10 or more West Virginia residents are hired full time). Exemption from the 
consumers’ sales and service tax of purchases and rentals of tangible personal property and 
purchases of services directly used in a production. Exemption from state and local lodging taxes 
on stays in excess of 30 consecutive days at the same facility. 

Wisconsin 
Fully refundable tax credit capped at $500,000 per year in total expenditures. Included 
expenditures are a 25 percent credit on the salaries and wages paid to in-state residents making 
$250,000 on the project or less (salaries and wages to nonresidents are not included); a 25 
percent credit on production expenditures made in the state; and a 15 percent credit on film 
production company investments. 35 percent of the project's total budget must be spent in the 
state to qualify. 

Wyoming 
Cash rebate of up to 15 percent on money spent in the state during a film shoot. The production 
company would have to spend a minimum of $200,000 to qualify and meet additional criteria to 
determine the rebate percentage between 12 percent and 15 percent. Additionally, the state does 
not levy a personal income tax. 

 
Key Terms and Definitions: 

Below-the-line: Refers to the technical elements of the production staff. Typically, these include 
labor costs of all crew, camera and equipment rentals, as well as all construction, wardrobe, and 
transportation costs. 

Source: NCSL, “State Film Production Incentives & Programs,” 
http://www.ncsl.org/default.aspx?tabid=20189.  
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Appendix B: Literature Search  
We conducted the literature search in several databases: Lexis-Nexis All News, and Ebsco – 
Academic Search Premier, Business Source Complete, and Regional Business News. We also 
reviewed the citations of the literature found for further relevant material. This bibliography 
contains publisher- or author-provided abstracts, or executive summaries, if available. Articles 
without links to the full text can be provided upon request. 

The materials we located are organized into two categories: Background and Issues; and 
Regional and State Reports. 

Background and Issues: 
The following articles and studies provide background on the issues surrounding film tax credits: 
the overall cost to states, the return on investment and the beneficiaries of these credits. 

1. Cieply, Michael. “States Weigh Cuts in Hollywood Subsidies,” New York Times, January 
19, 2011. http://www.nytimes.com/2011/01/20/business/media/20incentives.html 

Summary: Government subsidies for film and television productions proliferated in flush 
times as more than 40 states competed for entertainment work. Those subsidies face an 
uncertain future as new governors and lawmakers try to balance budgets without losing jobs. 
Tax credits for Hollywood were recently expanded in Florida and North Carolina but are 
under fresh scrutiny in states like Pennsylvania, Michigan and New Mexico. No big spender 
has yet pulled out of the subsidy business, though Arizona, Iowa and Kansas have suspended 
or dropped their relatively small programs. 

2. Lemov, Penelope. “Is the Hollywood Tax Credit Under Attack? In a Year When Severe 
Budget Cuts Are on the Table, States Are Rethinking Film Tax-Credit Programs” 
Governing Magazine, March 16, 2011. http://www.governing.com/columns/public-
finance/hollywood-tax-credit-under-attack.html 

Summary: Governors and legislators from Michigan to Georgia, Louisiana to New Mexico 
are rethinking their film tax-credit programs. In a year when cuts to K-12 education, 
Medicaid and pension benefits are on the table, it shouldn't be surprising that tax 
expenditures like film incentives are getting their “close-up.” In this article, Penelope Lemov, 
correspondent for Governing, interviews Peter Erlich, a law professor at Northeastern 
University School of Law on the effectiveness of film tax incentives. 

3. Patton, Zach, “The Value of Movie Tax Incentives: States Spend Billions on Incentives to 
Lure Film Productions Away From Hollywood. Some Say It's Gone Too Far” 
Governing Magazine, June 2010. http://www.governing.com/topics/economic-dev/The-
Value-of-Movie-Tax-Incentives.html 

Summary: Almost every state has some incentives designed to attract Hollywood 
productions. What was unique just a few years ago has quickly become standard. But as 
those subsidies have become more widespread and generous, some policymakers are 
beginning to reconsider the whole idea. Film incentives are increasingly coming under fire. 
Part of the problem is data. It's hard to get a good handle on the exact impact of an in-state 
movie production. In most places, the only reports on movie-production revenue and jobs 
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come from the state film office – or the movie industry itself. Objective studies are relatively 
hard to come by. And even where independent studies of film incentives do exist, the data 
can easily be interpreted in myriad ways. 

4. Swope, Christopher, “Rolling the Credits: States Are Competing to Lure Filmmakers 
from Hollywood by Offering Hefty Tax Breaks. Are They Giving Away Too Much?” 
Governing Magazine, March 2005. http://www.governing.com/topics/economic-
dev/Rolling-the-Credits.html 

Summary: Inspired by Louisiana's success, states around the country are racing to offer 
Hollywood tax breaks of their own. It's not just about bragging rights. Increasingly, movie 
production is being viewed as a growth industry that is as worthy of pursuit as biotechnology 
parks or manufacturing plants. Others, however, worry that star-struck lawmakers are giving 
away too much. Everyone in New Orleans is so giddy about Hollywood coming to town that 
it's hard to find anyone who seems concerned about how much the state is paying for the 
privilege. But that is likely to become a bigger issue as the drain on state revenues comes into 
focus. What's more, there is no cap on the state's exposure going forward. 

5. Tannenwald, Robert, “State Film Subsidies: Not Much Bang For Too Many Bucks,” 
Center on Budget and Policy Priorities, Washington, DC, December 2010. 
http://www.cbpp.org/files/11-17-10sfp.pdf 

Summary: The proliferation of film credits is a new phenomenon. States incorporate one of 
two rare features into their film tax credits – refundability or transferability – that makes 
them especially generous and therefore costly to sponsoring states. While subsidies appear to 
be a “quick fix” that provide jobs and business to state residents with only a short lag, in 
reality they benefit mostly non-residents, especially well-paid non-resident film and TV 
professionals. Some residents benefit from these subsidies, but most end up paying for them 
in the form of fewer services – such as education, health care, and police and fire protection – 
or higher taxes elsewhere. The benefits to the few are highly visible; the costs to the majority 
are hidden because they are spread so widely and detached from the subsidies. 

 

Regional and State Reports: 
The following regional and state reports describe the types of film incentives states offer, and the 
fiscal and economic development impact of their individual programs. 

6. Albrecht, Greg, “Film and Video Tax Incentives: Estimated Economic and Fiscal 
Impacts” Legislative Fiscal Office, State of Louisiana, March 2005. 
http://lfo.louisiana.gov/files/revenue/FilmVideoIncentives.pdf 

Summary: The film and video incentive program has generated additional jobs, incomes, and 
tax revenue for both state and local governments. Government, especially local government, 
incurs the costs of providing public services associated with the production activities. In 
addition, State government incurs the cost of lost tax revenue when the tax credits are 
realized. After accounting for the dynamic effects on the economy of the additional film and 
video production activity, the State may expect to recoup 16 percent to 18 percent of the tax 
revenue it obligates to the program through the transferable tax credit mechanism. The 
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estimates generated by dynamic analysis tend to be generous, and a number of aspects of this 
particular analysis work to overestimate the likely true impact of the program. Thus, the 
estimates presented here should be considered maximums. 

7. Bal, Navjeet K. “A Report on the Massachusetts Film Industry Tax Incentives,” Boston, 
Massachusetts: Department of Revenue, Commonwealth of Massachusetts, January 
2011. http://www.mass.gov/Ador/docs/dor/News/2010FilmIncentiveReport.pdf 

Summary: This is the Department of Revenue’s third annual report of the Massachusetts film 
industry tax incentive program. In accordance with the Massachusetts’ statutory 
requirements, this report provides an estimate of the Massachusetts economic impact of the 
film tax incentives. Key findings: (1) In calendar 2009, the film tax incentive program 
generated $10.4 million in new state revenue that partially offset the cost of the tax credits; 
(2) Over the calendar year 2006 to 2009 period, the film incentive program resulted in $161.2 
million in new spending in the Massachusetts economy; (3) In calendar 2009, the film 
incentive program generated additional Massachusetts state Gross Domestic Product (GDP) 
of $168.5 million, and personal income of $25.2 million. 

8. Ernst & Young, “Estimated Impacts of the New York State Film Credit” Prepared for 
the New York State Governors Office of Motion Picture and Television Development 
and the Motion Picture Association of America,” Prepared for the New York State 
Governors Office of Motion Picture and Television Development and the Motion 
Picture Association of America, February 2009. http://tinyurl.com/4fa3b5k 

Summary: Competition from states that have recently adopted new or more generous film 
credits reduced the effectiveness of the Empire and NYC film credits. To improve New 
York’s ability to continue to attract films and television production activities, the Empire 
state film credit rate was increased from 10 percent to 30 percent of qualifying costs in 2008. 
In this report, Ernst & Young estimates the impact of changing New York’s State Film Credit 
from 10 percent to 30 percent. According to their estimates, the 30 percent credit program 
evaluated at the $940 million level of film spending in 2007, the number of jobs created and 
retained in New York would be 19,512, and the Return-On-Investment would be 1.90. 

9. Ernst & Young, “Economic and Fiscal Impacts of the New Mexico Film Production Tax 
Credit: Prepared for the New Mexico State Film Office and State Investment Council,” 
January 2009. 
http://www.nmfilm.com/locals/downloads/nmfilmCreditImpactAnalysis.pdf 

Summary: New Mexico has provided tax incentives to film productions since the film 
production tax credit was adopted in 2002. This study presents the estimated economic and 
fiscal impact of the film production tax credit program. The benefits of New Mexico’s film 
production tax credit program extend beyond the direct and indirect economic impacts of 
film production activities qualifying for tax credits. In addition to the film spending, New 
Mexico’s economy also benefits from capital investment to support the film industry’s 
growth in the state and additional film-related tourism. 

10. Ernst & Young, “Economic And Fiscal Impacts Of The Michigan Film Tax Credit,” 
Prepared for the Detroit Metro Convention & Visitors Bureau, Ann Arbor Area 
Convention & Visitors Bureau, Traverse City Convention & Visitors Bureau, 
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Experience Grand Rapids Convention & Visitors Bureau, February 2011. 
http://www.visitdetroit.com/images/stories/_blog/michigan_film_incentive_studyf.pdf 

Summary: Combining the direct and indirect impacts, film productions qualifying for the 
credit generated an estimated $309.3 million of total Michigan economic output in 2009. In 
other words, for each dollar of direct spending on Michigan film labor and in-state purchases, 
total spending in Michigan increased by $2.60. In 2010, qualified film productions resulted in 
an estimated 3,860 total additional jobs in Michigan, a 47 percent increase over the prior 
year. 

11. Miller, Steven R. and Abdul Abdulkadri, “The Economic Impact of Michigan's Motion 
Picture Production Industry and the Michigan Motion Picture Production Credit", 
Center for Economic Analysis, Michigan State University, February 6, 2009. 
http://www.filmmacomb.org/documents/MSU_Economic_Impact_Study_269263_7.pdf 

Summary: This study documents the direct and indirect impacts of Michigan film production 
in 2008. Findings of this study show that Michigan film expenditures generated multiplier 
effects of 1.66 for employment and 1.43 for output in 2008. As film production infrastructure 
develops in Michigan, these multipliers are expected to expand to 1.90 for employment and 
1.79 for output. This expansion in multipliers is the result of deepening value chains, as 
Michigan will likely capture a greater proportion of total production budgets as its 
infrastructure develops. Evidence of infrastructure development has already been shown 
through investment in education and production facilities. 

12a. New Jersey Institute of Technology, Program Evaluation: New Jersey Film and Digital 
Media Tax Credit Programs. Prepared for the New Jersey Economic Development 
Authority. Trenton, New Jersey, October 2010.  

12b. Sidamon-Eristoff, Andrew P., Treasurer, State of New Jersey. Memorandum to Caren 
S. Franzini, CEO of the New Jersey Economic Development Authority. New Jersey 
Film and Digital Media Tax Credit Program, February 17, 2011. 

12c. Steindel, Charles, Chief Economist, Department of the Treasury. Memorandum to 
Caren S. Franzini, CEO of the New Jersey Economic Development Authority. 
Economic Assessment of New Jersey Film Tax Credit Program, February 4, 2011. 

All three documents are contained in this link: 
http://www.state.nj.us/treasury/pdf/NJ%20Film%20and%20Digital%20Media%20Tax%20Credi
t%20Program.pdf 

Summary: While the New Jersey Institute of Technology’s report on the state’s film tax 
credit program is positive, State Treasurer Andrew P. Sidamon-Eristoff recommends that it 
be terminated, based on the analysis of a report by Charles Steindel, the New Jersey Treasury 
Department’s Chief Economist. Steindel concludes that if increases in film production could 
be linked to faster growth of state output (which would likely be associated with increases in 
high-wage jobs), or to other signs of improved conditions in the state, there would be some 
reason to increase the film credit. However, the NJIT report provides little or no evidence on 
this point. The credit provides little or no stimulus to state output and employment, and any 
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revenue generated from the additional activity is likely to fall short of the dollar cost of the 
credit. 

13. Oregon Center for Public Policy “Reel Inefficiency: Why the Legislature Should Take 
Advantage of Sunset and Convert the Film Production Donation Tax Credit to a Direct 
Spending Program, Issue Brief. February 8, 2011. 
http://www.ocpp.org/2011/iss20110208_reel_fnl.pdf 

Summary: The inherent inefficiency in the current film production tax credit scheme – let 
alone the 167 percent expansion that the Governor is proposing – is one that the state can ill 
afford, as it faces a large revenue shortfall. If subsidizing in-state film production is a 
worthwhile use of taxpayer dollars, then the legislature should fund it directly out of the 
General Fund or Lottery Funds. With the tax credit program set to expire this year, this is an 
opportune time for the legislature to fix the inefficiency by changing the funding for the 
program from a tax credit to a direct appropriation. 

14. Popp, Anthony V. and James Peach, “The Film Industry in New Mexico and The 
Provision of Tax Incentives” A Report Submitted to the Legislative Finance Committee 
of the State of New Mexico, Arrowhead Center, Office of Policy Analysis New Mexico 
State University, Las Cruces, New Mexico, August 26, 2008. 
http://www.nmlegis.gov/lcs/lfc/lfcdocs/film%20credit%20study%20TP&JP_08.pdf 

Summary: The purpose of this study is to provide insight into the return the state is receiving 
by providing the tax incentives to the film industry. During fiscal year 2008 the NM 
government granted $38.195 million in rebates. The resulting increase in economic activity 
generated $5.518 million in revenues. The implied return is 14.44 cents on the dollar. This 
means that for every one dollar in rebate, the state only received 14.44 cents in return. 

15. Saas, Darcy Rollins “Hollywood East? Film Tax Credits in New England” New England 
Public Policy Center at the Federal Reserve Bank of Boston, Massachusetts, October 
2006. See attachment for full text of report. 

Summary: The little evidence available suggests that film tax credits do attract film 
production and create jobs in states that have little or no film industry. However, they also 
cost states considerable foregone tax revenue. The film production stimulates little additional 
economic activity in other industries. Consequently, film tax credits do not “pay for 
themselves” by indirectly generating additional corporate income, sales, and property tax 
revenues. Evidence on the benefits of film tax credits to states with a large film industry 
already in place, such as New York, is too scant to enable analysts to draw firm conclusion. 

16. Vaudt, David A., “Report On Special Investigation of the Film, Television and Video 
Project Production Program, Administered By The Department Of Economic 
Development For The Period May 14, 2007 Through September 21, 2009,” Des Moines, 
Iowa: Office Of Auditor Of State, State Of Iowa, October 2010. 
http://auditor.iowa.gov/specials/1060-2690-0E00.pdf 

Summary: The Office of the Auditor of the State conducted a review of the Film, Television 
and Video Project Promotion Program administered by the Film Office within the 
Department. The request was made as a result of concerns regarding certain expenditures for 
which tax credit certificates were issued. The audit identified $25,576,300.50 of tax credit 
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certificates which were improperly issued by the Department. Of this amount, 
$15,155,399.06 of expenditure tax credit certificates were improperly issued based on 
unqualified expenditures and $10,420,901.44 of investment tax credit certificates were 
improperly issued because the correct basis for the investments was not used and the formula 
for calculating the investment tax credits was not applied correctly.  

17. Wells, Steve and Clyde Posey, “Big Sky on the Big Screen Act – State Tax Incentives for 
the Film Industry,” Journal of State Taxation, Vol. 27, No. 4 (May – June 2009), pp. 29-
34. See attachment for full text of report. 

Summary: A primary goal of this study is to identify and compare the various approaches 
used by the states in granting incentives to the film industry. A summary of each state’s 
approach to providing incentives to the film industry is provided in bullet format in an 
accompanying table. In some instances, the relatively small amounts involved in these 
incentives may be a marketing tool rather than a major economic benefit to the producing 
company. Additionally, some incentives appear to be long on form and short on substance. 
Finally, all tax incentives included in this study are subject to change and should be 
confirmed before any production decisions are made. 

18. Zin, David, “Film Incentives in Michigan” Lansing, Michigan: Senate Fiscal Agency, 
September 2010. See attachment for full text of report. 

Summary: This paper provides a description of the enacted film incentives, their estimated 
impact on both the Michigan economy and State tax revenue, and the statutorily required 
annual report on the incentives. Because numerous analyses exist on film incentives, often 
reaching very different conclusions about their effectiveness, the paper also addresses issues 
that arise in the analysis of film incentives and in the comparison of studies. 

 

 



New England’s villages and seacoast, its
character and characters, attract producers
of movies, television shows, commercials,
and other film and video projects. But such
work is not just about lovely scenery—it is
also about business. Because production
costs help determine where such projects
are made, five of the six New England
states now provide tax credits or other
financial incentives to attract producers to
film on location. This policy brief discuss-
es whether these incentives attract more
production, and whether they are cost-
effective in creating jobs. It focuses on the
use of one major incentive: film tax credits.

The little evidence available suggests
that film tax credits do attract film produc-
tion and create jobs in states that have lit-
tle or no film industry.  However, they also
cost states considerable foregone tax rev-
enue. The film production stimulates lit-
tle additional economic activity in other
industries.  Consequently, film tax credits
do not “pay for themselves” by indirectly
generating additional corporate income,
sales, and property tax revenues. Evidence
on the benefits of film tax credits to states
with a large film industry already in place,
such as New York, is too scant to enable
analysts to draw firm conclusion.

As more evidence becomes available,
policy analysts and policymakers should
evaluate the cost-effectiveness of film tax
credits relative to alternative policies
designed to promote job creation and eco-
nomic growth. They should also take into
account the economic effects of measures
needed to offset the revenue losses
incurred by film tax credits in order to
maintain balanced budgets.  

The cast: film tax credits and 
incentives in New England
Regional incentives for the film production
industry vary widely. (See Table 1)
Qualified productions are eligible for tax
credits in Connecticut, Massachusetts,
and Rhode Island; for tax credits and wage
reimbursements in Maine; and for produc-
tion grants in Vermont. New Hampshire
offers no additional incentives, claiming its
positive business climate alone is suffi-
cient enticement.

In general, tax credits relieve taxpayers
of the obligation to pay all or part of a tax
liability. Typically, state film tax credits
are applied toward the individual or corpo-
rate tax liability of qualified producers,
investors, or—in states where the credits
are transferable—the purchaser of earned,
unused credits. The credit is usually a per-
centage of the total costs (wages and other
expenditures) of producing a qualified
project, such as a feature-length film,
video, video game, television series, or
commercial. Eligibility also depends on
how much production and related spend-
ing occurs locally. What expenses and what
percent of them qualify for tax credits and
how long each credit remains valid after it
is earned are among the most important
determinants of these credits’ fiscal impli-
cations. 

Five of the six New England
states now provide financial
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The plot: are film tax credits 
cost-effective in creating jobs? 
This question is more complicated than gen-
erally realized. In order to answer it, 
one must estimate the fiscal impact of film
tax credits and the amount of employment
that they generate.  Another important ques-
tion, asked too infrequently, is: are there
alternative public policies that might be
more cost-effective in creating jobs than film
tax credits? 

Fiscal impact.
One of the key issues in evaluating the 
fiscal impact of these tax credits is whether
or not they meet their mark: do the credits
subsidize desired economic activity or do
they confer what tax experts refer to as “tax
windfalls”?  There are two possible forms of
tax windfalls. First, some credits can end up
going to film and television production that
would have happened locally without added
financial incentives. Second, even though
tax credits can lead to more local production
work, the financial incentives may be larger
than needed to attract producers.

“They would have come anyway.” Film,
television, and other producers came to or
were established in the region before credits
and other incentives were offered. As of
2002, the Economic Census reported that
the New England region supported 766
motion picture and video industry establish-
ments, employing over 8,000 people. Major
film and television productions shot at least
in part on location in the pre-credit era
include The Stepford Wives (Connecticut),
Empire Falls (Maine), Mystic River
(Massachusetts), and There’s Something About
Mary (Rhode Island). The Film Division of
the Connecticut Commission on Culture
and Tourism estimated that about $23 mil-
lion was spent on productions in the
Nutmeg State between 1997 and 2005. 
The Massachusetts Film Bureau lists over 40
film and television productions shot on loca-
tion between 1999 and 2003, before the
state enacted its film tax credit in 2005. 

To be eligible for the tax credits offered in
New England, productions need not be new
to the state. Presumably, producers already
filming in New England and planning to con-
tinue to do so will be able to avail themselves
of film tax credits without having to expand
their activity.

“They get more than needed to entice
them to come.” Connecticut offers tax 
credits of up to 30 percent of qualified 
production expenses. That amounts to $3
million of tax relief on a $10 million film
budget, probably more than the taxes gener-
ated by a typical project of this magnitude.

Both types of tax windfalls are especially
large in states where unused tax credits can
be sold, as is the case in, Connecticut
Massachusetts, and Rhode Island.  Film 
producers and investors sell these tax 
credits because they have already reduced
their tax liability to zero without them.
Purchasers of the credits use them to reduce
their tax liability, increasing revenue losses of
the issuing government. And, while the cash
raised from the sale of tax credits could offset
some of that revenue loss by increasing eco-
nomic activity, there is no guarantee that it
will be local economic activity. Film produc-
tion companies could fund a film in another
location or increase the salaries of employees
headquartered out of state. 

The revenues generated by what is often
referred to as the “multiplier effects” can
partially reduce this loss. Film producers
earn profits, pay wages, and purchase 
goods and services from suppliers. This 
economic activity, in turn, leads to more eco-
nomic activity, and so forth. In turn, this
activity generates revenues from a wide vari-
ety of sources, such as the personal income
tax, the general sales tax, and the property
tax. In analyzing the costs and benefits 
of providing film tax credits, however, 
governments must weigh these gains against
additional demands on public services that
are generated by the new economic activity.

Impact on employment. 
Proponents of film tax credits argue that,
because film producers are so footloose, their
location is especially responsive to site-spe-
cific financial incentives.  As a director film-
ing in Rhode Island put it in a 2006 article
posted on Backstage.com, film executives
“would shoot a movie on Mars if they could

Film tax credits also benefit firms not
engaged in production or that would

have filmed locally anyway.
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get a 25 percent tax break.”  Furthermore, it
is argued, additional exposure through film
and television can generate long-term eco-
nomic dividends for a state by boosting its
image as a desirable place in which to live
and work.

Gauging the net impact of film tax cred-
its on employment is fraught with difficul-
ties. First, one can not be sure how many
people the film industry would employ in
the absence of the tax credits.  This is the
same obstacle inherent in estimating tax
windfalls.  Second, the multiplier effects of
film tax credits, like those of all economic
activity, are hard to track in a complex, devel-
oped economy like that of the United States.
The long term impact resulting from
increased exposure and improved image is
especially difficult to isolate and measure.
Third, the additional jobs attributed to the
tax credit may go to individuals hired away
from existing firms, not to people who are
unemployed or attracted from other states.
Existing firms may find it difficult to retain
existing employees or grow if the film pro-
ducers bid up wages and increase labor costs.
This is especially likely in a state or region
where growth in the labor force is chronical-
ly slow, the situation in many New England
states. Fourth, because employment in the
film industry consists mostly of a series of
short-term discrete projects, analysts have
difficulty determining the extent to which
each part-time job is filled by a different per-
son, or the same worker moves from project
to project (a distinct possibility in film and
television production). 

Other considerations.
With the exception of Vermont, all states
have balanced budget requirements.
Consequently, if film tax credits do not “pay
for themselves,” state spending has to be
reduced or other taxes must be increased to
keep the books in balance.  Film tax credits
should also be evaluated relative to other
policies designed to stimulate job creation
over the long run, such as across-the-board
tax cuts, investment in education and infra-
structure, or tax incentives targeted to other
industries.

In choosing which industries to subsi-
dize, state governments should consider job
quality as well as quantity.  The film indus-
try pays good wages, at least for its unionized

workers.  Members of Motion Picture Studio
Mechanics Local 52, which establishes pay
rates for film work in the Middle Atlantic
States, including Connecticut, earn $22 to
$30 per hour, not including benefits, for
work in major film productions.  By compari-
son, the median hourly wage for full-time,
unionized manufacturing workers in the
Northeast was $14 an hour in 2005, and
$16.05 an hour in Connecticut.  According to
a 2006 Massachusetts study done for the
Alliance for Independent Motion Media, the
average annual pay for regular employees in
Massachusetts motion picture production
was $52,000 in 2004.  In that year, the aver-
age annual pay of all workers in the
Commonwealth was $48,916.   Yet, many
jobs in the film industry are temporary and
sporadic.  Production of Mystic River, for
example, lasted just eight weeks on location
in Massachusetts. While people in places
such as New York and Hollywood may be
able to combine enough multiple, temporary
positions into full-time-equivalent employ-
ment, New England generally does not cur-
rently support year-round film or television
work.  Still, supporters of film tax credits
hope that these incentives will encourage
development of a stronger—and more per-
manent—film and television production
industry within the region.  

Finally, film and television production is
a “clean” or “environmentally friendly”
industry, an attribute touted by proponents
of film tax credits and that many states are
interested in encouraging.

Evidence of cost effectiveness.
To our knowledge, the most thorough empir-
ical investigation to date of the cost effec-
tiveness of a state film tax credit was per-
formed by Louisiana’s Legislative Fiscal
Office (2005).   The Office reported a quan-
tum jump in film production in Louisiana
after the state enacted its film tax credit in
2002.  According to the Office, prior to that
year, investment in film production in the
state was sporadic and “may have averaged”
between $10 million and $30 million per
year. In 2004, investment by producers
claiming the tax credit totaled $354.7 mil-
lion.  While this sharp rise in filming activity
may partially have reflected improving eco-
nomic conditions, the tax credit probably
was a significant contributing factor.



However, the Office also presented 
evidence that the tax credit has generated
the substantial tax windfalls discussed previ-
ously in this paper.  In 2004, the state had
granted $59 million in tax credits. Most of
these credits were claimed by purchasers of
unused tax credits who were not involved in
production. 

Using a model of Louisiana’s economy,
the Office estimated that between 2002 and
2011, the film’s tax credit would generate, at
most, approximately 3,000 additional jobs at
a cost, at best, of approximately $16,000 per
job in foregone tax revenue. The simulations
revealed that the economic and fiscal impact
of the tax credit outside of the film industry
was likely to be modest. In the simulations,
every additional 5 jobs in the film industry
would create about 2 jobs elsewhere. And,
analysts estimate that for every dollar of 
revenue lost to film tax credits, between 15
cents and 20 cents of revenue would be
recovered from tax receipts generated by
stimulated economic activity.  

Anecdotal evidence on the effectiveness
of film tax credits as job creators is mixed.
Rhode Island’s Film and Television Office
reports that, after a long dry spell, the state
attracted $100 million in new film produc-
tion after the state enacted a film tax credit
in 2005.  However, the state has not yet esti-
mated the value of film tax credits claimed.
New Mexico’s film office also reports a sharp
post-tax-credit increase in the value of film
production in the state. However, in New
York, a major center of film and TV 
production, a March 2006 New York Times
article reported that most of the film tax
credits claimed subsidized filming activity
that would have taken place anyway.

Roll Credits?
In conclusion, the evidence available 
suggests that, while in some instances film
tax credits have succeeded in attracting
large increases in film production, they 

have also cost sponsoring states a good deal
of foregone revenue. As Mel Brooks once
said about one of his movies, “It will make
millions. Unfortunately, it cost millions.”
Revenue losses are exacerbated by the 
tendency of these tax credits, like almost 
all tax credits,  to subsidize activity not orig-
inally targeted and to provide more incentive
than needed to induce the desired response.
And, when film tax credits do hit their mark
and induce more local film production, the
resulting stimulus to overall economic activ-
ity appears to be rather modest. 

Further Reading:
Albrecht, Greg. “Film and Video Tax Incentives:
Estimated Economic and Fiscal Impacts.” State of
Louisiana Legislative Fiscal Office, March 2005.

Cobb, Kathy. “Roll the Credits…and the Tax
Incentives.” Fedgazette, Federal Reserve Bank of
Minneapolis. September 2005. 

Laubacher, Robert. Lens on the Bay State: Motion
Picture Production in Massachusetts. Alliance for
Independent Motion Media, 2006.

Simulations reveal that the economic
impact of film tax credits outside of the

film industry is likely to be modest.



Are the Can the tax Are tax credit
tax credits credit be allocations

Available incentives* Tax credit eligibility requirements Tax liability credited transferable? carried forward? limited?

Production expenses credit

30 percent for production
expenditures, including
wages.

Wage reimbursement

12 percent of wages paid
to Maine employees.
10 percent of wages paid
to out of state employees.
In both cases, does not
include salaries over $1
million.

Investment tax credit

Equal to the amount paid
on profits by the media
production.

Payroll tax credit

20 percent of aggregate
payroll to residents; does
not include salaries paid in
excess of $1 million.

Production expense credit

25 percent of production
expense; includes salaries
paid in excess of $1 million.

Motion picture production credit

25 percent of certified
production costs.

Film production incentive

program

Grant reimburses 10 percent
of local spending; does not
include salaries in excess
of $1 million.

Connecticut (2006) 1

Maine (2006) 2

Massachusetts (2005) 3

Rhode Island (2005) 4

Vermont (2006) 5

At least $50,000 in production
expenses in 12 consecutive
months. A portion of all
qualified expenditures must
occur in-state.

At least $250,000 in local
production expenses in 12
consecutive months.

Investment in Maine-based
film production company that
paid corporate income taxes
in the prior year.

At least $250,000 in local
production expenses in state
in 12 consecutive months.

At least 50 percent of total
production expenses or film-
ing days must be state-based.

A minimum production
budget of $300K; must film
51 percent of production at a
primary state location.

At least $1 million in local
production expenses.

Producer’s corporate
taxes.

Reimbursement of a
percentage of wages
paid.

Corporate income tax.

Company’s personal
income or corporate
excise tax liability.

Company’s personal
income or corporate
excise tax liability.

Personal income or
corporate taxes.

Reimbursment of local
production expenses.

Yes

No

No

Yes

Yes

Yes

No

Yes, 3 years

No

Unclear

Yes, 5 years

Yes, 5 years

Yes, 3 years

No

No annual state
limit.

No annual state
limit.

No annual state
limit.

No annual
state limit;
$7 million per
production limit.

No annual
state limit;
$7 million per
production limit.

No annual state
limit.

Total state
grants limited
to $1 million
per fiscal year.

1 As codified in PA 06-83 (SB 702), section 20, AAC Jobs for the Twenty-First Century, as amended by PA
06-186 (HB 5845), Section 83, An Act Making Adjustments to State Expenditures and Revenues for the
Biennium Ending June 30, 2003.

2 Passed through Maine’s 2006 Supplemental State Budget, Section GG-1, 5 MSRA S13090-L

3 St. 2005, C. 158, amended St. 2005, c. 167: An Act Providing Incentives to the Motion Picture Industry
4 2006 HB 7839 Substitute A: An Act Relating to Motion Picture Production Credits
5 S. 165: Vermont Film Production Grant Program.

Table 1: New England film and television production incentives

*In addition to the incentives listed above,
several New England states provide sales
tax exemptions on items purchased for film
production purposes.
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EXECUTIVE SUMMARY 
 
In April 2008, Michigan enacted numerous incentives to encourage in-State film production.  Among 
the incentives adopted were a production film credit, a media infrastructure credit, a job-training 
credit, expansion of the Michigan Economic Growth Authority credits, low-interest loans, and free 
use of various premises and/or equipment controlled by the State and/or local units of government 
(including school districts).  The structure and function of the tax credits differ in important ways, 
although all are intended to increase activity in Michigan's indigenous film industry as well as 
increase the importation of film activity from other states and nations. 
 
This paper provides a description of the enacted film incentives, their estimated impact on both the 
Michigan economy and State tax revenue, and the statutorily required annual report on the 
incentives.  Because numerous analyses exist on film incentives, often reaching very different 
conclusions about their effectiveness, the paper also addresses issues that arise in the analysis of 
film incentives and in the comparison of studies. 
 
While the Media Production Credit was initially predicted to reduce revenue by $100.0 million in 
fiscal year (FY) 2008-09 and rise sharply after that, a combination of the 2008-2009 recession (and 
subsequent collapse of financial and credit markets) and timing issues associated with the claiming, 
filing, and processing of tax credits resulted in only $37.5 million in credits being claimed during FY 
2008-09.  The May 2010 Consensus Revenue Estimating Conference projected that the Media 
Production Credit would lower revenue by $100.0 million in FY 2009-10 and $125.0 million in FY 
2010-11.  (As more fully discussed in the paper, these figures do not represent net impacts on State 
revenue.) 
 
Current information suggests that $37.5 million in credits during FY 2008-09 reflected approximately 
$97.7 million in private spending, of which an estimated 47.4% ($46.3 million) effectively left 
Michigan and did not contribute to the State's economic activity.  After also accounting for reductions 
in government expenditures necessary to maintain a balanced budget under the credits, the State 
spent $37.5 million in FY 2008-09 to generate $21.1 million in private sector activity and will have 
spent $100.0 million in FY 2009-10 to generate $59.5 million in private sector activity.  It is estimated 
that the additional economic activity from the credits will have generated an additional $3.7 million in 
tax revenue during FY 2008-09 and $10.3 million in FY 2009-10. 
 
Media productions during 2008 are estimated to have generated approximately 216.0 direct full-
time-equated (FTE) jobs and increased total State employment by 937.3 FTE jobs, while Michigan 
wage and salary employment declined by 198,000 jobs between December 2007 and December 
2008.  The cost to taxpayers of employment associated with the tax credit ranged from $186,519 per 
job to $42,991 per job, depending on whether only direct jobs or total employment impacts are 
examined.  In 2009, approximately 355.5 FTE direct positions were created, increasing total State 
employment by an estimated 1,542.3 FTE jobs, while Michigan wage and salary employment 
declined by 204,000 jobs between December 2008 and December 2009.  The 2009 cost to 
taxpayers of employment associated with the tax credit ranged from $193,333 to $44,561 per job, 
depending on whether direct or total employment impacts are examined. 
 
Significant confusion appears to exist regarding the public and private costs and benefits of the credits. 
Statements in the press regarding the benefits of the Media Production Credit typically highlight the 
increases in private sector activity and measure them against the public sector cost (often without 
accounting for the impact of lowering other public expenditures to offset the lost revenue from the 
credit).  This comparison creates confusion about the impact of the credit on the budget.  The nature of 
the credit and the resulting activity is such that under current (and any realistic) tax rate the State will 
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never be able to make the credit "pay for itself" from a State revenue standpoint, even when the credit 
generates additional private activity that would not have otherwise occurred. 
 
Public discussion of the Media Production Credit also has confused the nature of the credit, often 
leaving taxpayers with the impression that the credit represents foregone revenue that the State would 
not have otherwise received.  The amount of the Media Production Credit, however, is unrelated to a 
taxpayer's liability.  The credit represents a subsidy for production activity and is unrelated to any 
provisions in law that impose liability on the taxpayer.  Because the credit is refundable, the State not 
only foregoes the revenue it would have otherwise received but also pays additional money to offset 
the costs of the production. 
 
Over time, these costs of the Media Production Credit and the other film-related incentives are 
expected to grow rapidly and will likely have a significant impact on the budget.  As with other types 
of incentives and credits, whether the relationship of costs to benefits is acceptable is a decision for 
individual policy-makers.   
 
DESCRIPTION OF FILM INCENTIVES 
 
Media Production Credit 
 
This credit offsets, or subsidizes, a percentage of a film's actual production costs.  For direct 
production expenses, the taxpayer receives a 42.0% credit for expenditures made in a "core 
community" and a 40.0% credit for expenditures made elsewhere.  (A "core community" is a 
qualified local government unit as defined under the Obsolete Property Rehabilitation Act, MCL 
125.2782.)  Eligible direct production expenditures cover a wide array of expenditures, including the 
cost of purchasing script rights, virtually all production costs, and compensation (limited to $2.0 
million per individual) that is not a "qualified personnel expenditure".  Under the credit, the taxpayer 
also receives a 30.0% credit for qualified personnel expenditures.  Qualified personnel expenditures 
are limited to $2.0 million per individual, must be subject to taxation in the State, and are made to a 
"below the line" crew member who has not been a Michigan resident for at least 60 days. 
 
The portion of the credit that covers compensation made to individuals involved with a film can be 
complex.  The compensation to a below-the-line crew member, such as a camera operator, can vary 
depending upon where the filming occurred and the characteristics of the individual.  For below-the-
line work, compensation paid to a Michigan resident is eligible for a 40.0% or 42.0% subsidy, 
depending on whether the filming occurred in a core community, while compensation to a 
nonresident qualifies for a 30.0% subsidy no matter where the filming occurred.  Compensation paid 
to an "above the line" individual, such as an actor or director, is eligible for a 40.0% or 42.0% 
subsidy regardless of residency, depending on whether the filming occurred in a core community.  In 
addition to these limits, only compensation up to $2.0 million per individual is eligible for the subsidy. 
 
To receive the credit, a production company must enter into an agreement with the Michigan Film 
Office.  While the State Treasurer must concur in the agreement, the statute specifies minimal 
requirements for an agreement.  The credit can be transferred and is refundable.  The statute 
places no limits on the size of the credit for individual productions or on the total value of all credits 
issued during a year. 
 
The credit was enacted by Public Act 77 of 2008 and is codified in MCL 208.1455, Section 455 of the 
Michigan Business Tax (MBT) Act.  While the credit is claimed under the MBT Act, the amount of the 
credit a taxpayer may receive, as indicated above, is independent of the taxpayer's liability before 
credits. 
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Eligible projects include a wide array productions and content: any single media or multimedia 
entertainment content created in whole or in part in Michigan for distribution or exhibition to the 
general public in two or more states by any means and media in any digital media format, film, or 
video tape.  The specific types of materials include, but are not limited to, motion pictures, 
documentaries, television series, television miniseries, television specials, interstitial television 
programming, long-form television, interactive television, music videos, interactive games, video 
games, commercials (that are not excluded under the restrictions), internet programming, internet 
videos, sound recordings, videos, digital animations, and interactive websites.  Qualified productions 
also include any trailer, pilot, video teaser, or demo created primarily to stimulate the sale, 
marketing, promotion, or exploitation of future investment in a production. 
 
Certain types of productions are ineligible for the credit.  Generally, rather than limiting the physical 
types of productions, the restrictions largely reflect content issues.  Eligible productions cannot be: 
 

• A production for which records are required to be maintained with respect to any performer 
in the production under 18 USC 2257 (i.e., adult sexual productions). 

• A production that includes obscene matter or an obscene performance. 
• A production that primarily consists of televised news or current events. 
• A production that primarily consists of a live sporting event. 
• A production that primarily consists of political advertising. 
• A radio program. 
• A weather show. 
• A financial market report. 
• A talk show. 
• A game show. 
• A production that primarily markets a product or service other than a State certified qualified 

production. 
• An awards show or other gala event production. 
• A production with the primary purpose of fund-raising. 
• A production that primarily is for employee training or in-house corporate advertising or other 

similar production. 
 

Virtually all expenses related to a production are eligible for some sort of credit under the statute.  
Expenses can be related to development, preproduction, production, postproduction, or distribution 
functions as long as the transaction is made in Michigan and is subject to taxation in this State.  
Unlike in some states, no provisions allow the State to refrain from entering into an agreement with a 
production company for aesthetic reasons, such as how the production may portray Michigan or its 
residents or the perceived artistic merit of the production.  Aside from the specific content exclusions 
listed above, the statute does not specify any conditions under which an agreement might be 
denied, including the fiscal impact on the State budget or the value of credits already authorized, if 
the requirements for an agreement are met.  On the other hand, the statute does not establish a 
formal entitlement for any production that meets the requirements to receive a credit. 
 
Media Infrastructure Credit   
 
This credit offsets, or subsidizes, 25.0% of investment expenditures in a production or 
postproduction facility located in Michigan.  Expenses on both the structure, as well as movable and 
immovable property related to the facility, are eligible.  The facility does not need to be exclusively 
used for eligible activities, but the investment must total at least $250,000 to be eligible for the credit. 
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Credits are not capped for any individual taxpayer, but the total of all credits that may be awarded is 
capped at $20.0 million per calendar year--although when credits are claimed may cause individual 
fiscal years to exceed that total.  The tax credit is not refundable, but may be transferred and/or 
carried forward for up to 10 years. 
 
The credit was enacted by Public Act 86 of 2008 and is codified in MCL 208.1457, Section 457 of 
the Michigan Business Tax Act.  Unlike the Media Production Credit, the amount of the Media 
Infrastructure Credit is not necessarily independent of the taxpayer's liability.  If the taxpayer does 
not have sufficient liability to fully use the credit over the 10 years it may be applied against any MBT 
liability, the excess will expire, effectively reducing the amount of the actual credit and its impact on 
State revenue. 
 
Among the tax credits and other media incentives adopted in April 2008, the Media Infrastructure 
Credit explicitly affects infrastructure projects.  The statute provides considerable flexibility for the 
types of projects that may be eligible for the credit.  At a minimum, the following requirements must 
be met: 
   

• An eligible project must be a film, video, television, or digital media production and 
postproduction facility located in Michigan, movable and immovable property and equipment 
related to the facility, and any other facility that is a necessary component of the primary 
facility. A qualified film and digital media infrastructure project does not include a movie 
theater or other commercial exhibition facility, or a facility used to produce obscene matter or 
other selected adult content. 

• The taxpayer must invest and spend at least $250,000 for a qualified film and digital media 
infrastructure project in this State. 

• The taxpayer cannot be delinquent in a tax or other obligation owed to this State, or be 
owned by or under common control of an entity that is delinquent in a tax or other obligation 
owed to this State. 

• The project must provide a detailed description of the qualified film and digital media 
infrastructure project, a detailed business plan and market analysis, a projected budget, and 
an estimated start date and completion date. 

• The taxpayer must enter into an agreement with the Film Office regarding the project. 
 

Beyond these minimum characteristics, certain limitations are applied to the credit.  Some limitations 
apply to all credits awarded under the section, while other restrictions only affect specific projects: 
 

• The credit is for 25.0% of the base investment in the project, which is defined as the cost, 
including fabrication and installation, paid or accrued in the taxable year of tangible assets 
physically located in this State for use in a business activity in Michigan.  The assets may not 
be mobile assets.  The investment does not include a direct production expenditure or 
qualified personnel expenditure eligible for a credit under Section 455 (the Media Production 
Credit). 

• Not more than $20.0 million in credits may be granted each year.  If the limit has been 
reached, no credit is available.  While the credits are not refundable, the credits are 
transferable--which effectively exhibits the same general fiscal impact as a refundable credit. 

• Construction on the qualified film and digital media infrastructure project must commence 
within 180 days of the date of the agreement or the agreement will expire.  However, upon 
request submitted by the taxpayer based on good cause, the Film Office may extend the 
period for commencement of work for up to an additional 90 days. 
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• Taxpayers must agree to repay an amount equal to 25.0% of the gross proceeds or benefit 
derived from the sale or other disposition of equipment subsidized by the credit, if the 
equipment is sold or otherwise transferred. 

• Certain additional limitations apply if the project may be used for purposes unrelated to 
production or postproduction activities. 

 
The items listed above regarding eligibility for the credit are relatively objective.  The most significant area 
for interpretation may involve the description of eligible assets under the definition of "base investment", 
which excludes mobile tangible assets.  The definition of mobile assets would include "honeywagons" (a 
type of multiroom trailer used by television and film productions) and "star trailers".  Consequently, these 
items are excluded from the credit.  However, many types of personal property that are movable are not 
counted as mobile assets.  Therefore, eligibility for the credit potentially extends to expenses for 
equipment that will be used in a production or postproduction facility, such as computer equipment; 
lighting, sound, and camera equipment; and even dolly tracks and collapsible stages. 
 
The Act also provides some subjective criteria regarding eligibility for the credit.  These are found in 
subsection (4) of Section 457.  The subsection provides that in determining whether to enter into an 
agreement under this section, the Michigan Film Office and the State Treasurer must consider all of 
the following: 
 

• The potential that, in the absence of the credit, the qualified film and digital media 
infrastructure project will be constructed in a location other than this State. 

• The extent to which the qualified film and digital media infrastructure project may have the 
effect of promoting economic development or job creation in this State. 

• The extent to which the credit will attract private investment for the production of motion 
pictures, videos, television programs, and digital media in this State.  

• The extent to which the credit will encourage the development of film, video, television, and 
digital media production and postproduction facilities in this State. 

 
The statute does not describe criteria to determine whether these conditions are met, or the degree 
to which they must be met in order for the Film Office to enter into an agreement that will allow a 
project to receive the credit.  Furthermore, largely reflecting the fact that eligibility for a tax credit is 
not a "right" or "entitlement", the statute does not provide for an appeal process.  Applicants are not 
guaranteed to receive a credit if they pursue projects that meet all the other requirements but are not 
able to enter into an agreement with the Film Office.  Similarly, the statute does not require that the 
Film Office enter into an agreement for all projects that meet the other requirements, as long as less 
than $20.0 million in credits has been awarded. 
 
The statute does require new economic activity to occur; this would be the nature of the minimum 
investment requirements.  However, the statute does not require such investment activity to be in a 
new facility.  Renovations to existing property, whether or not currently designed to handle 
production or postproduction activities, would be eligible under the credit, as would expansions of 
existing facilities.  While the credit is limited to investments within Michigan, it is not limited solely to 
in-State businesses, out-of-State businesses, or non-Michigan businesses seeking to relocate or 
expand into Michigan, given that such a limitation would likely raise issues related to the interstate 
Commerce Clause of the U.S. Constitution (which authorizes Congress to regulate commerce 
among the states). 
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Media Job Training Credit   
 
This credit offsets, or subsidizes, 50.0% of qualified job training expenditures.  Expenses must be to 
provide on-the-job training for below-the-line crew members who have been residents of Michigan 
for at least 12 months and who demonstrate "sufficient prior experience or training" in the film and 
digital media industry.  Qualified individuals may not have less than one or more than four film 
credits in the same crew position for which the credit is claimed.  Because the training is on-the-job, 
any expenditure used for this credit cannot also be counted toward the film production credit.  The 
credit is not limited, but is not refundable or transferable.  Excess credit amounts may be carried 
forward for 10 years.  Eligible production companies receive the credit for the eligible training 
expenses; vocational schools, colleges and universities, and individual training companies are not 
eligible to enter into an agreement to receive the credit. 
 
The credit was enacted by Public Act 74 of 2008 and is codified in MCL 208.1459, Section 459 of the 
Michigan Business Tax Act.  Unlike the Media Production Credit, the amount of the Job Training Credit 
is not necessarily independent of the taxpayer's liability.  If the taxpayer does not have sufficient liability 
to fully use the credit over the 10 years it may be applied against any MBT liability, the excess will 
expire, effectively reducing the amount of the actual credit and its impact on State revenue. 
 
Individual Income Tax Media Credit 
 
This credit is essentially the same as the Media Production Credit, described above.  However, the credit 
applies against withholding payments made by the production company on wages subject to withholding. 
 Portions of the Media Production Credit claimed under the Individual Income Tax Media Credit cannot 
also be counted under the Michigan Business Tax portion of the Media Production Credit.  The Income 
Tax Media Credit is limited to the liability of the taxpayer and is not refundable, transferable, or subject to 
a carry forward.  For example, a production company may receive a credit of $1.0 million for production 
expenses and can apply a portion of that $1.0 million credit against any income tax withholding due on 
wages paid by the production company.  Assuming the company had a withholding liability of $400,000, 
the company could claim the remaining $600,000 in credit against the MBT.  If the company exhibited no 
MBT liability, the $600,000 would be refunded to the production company. 
 
The credit was enacted by Public Act 79 of 2008 and is codified in MCL 206.367, Section 367 of the 
Income Tax Act.  As indicated, the amount of the credit depends on the taxpayer's liability, although 
credit amounts in excess of any obligations under the Income Tax Act can be claimed under the 
MBT and refunded under those provisions, if applicable. 
 
Film and Digital Media Loans  
 
Unlike the incentives described above, this incentive does not take the form of a tax credit.  Instead, 
it provides for three types of loans to film production companies and/or film and digital media private 
equity funds.  The first loan program allows the Michigan Strategic Fund to make loans under the 
Small Business Capital Access Fund to film production companies and/or film and digital media 
private equity funds even if the business is not a small business. 
 
The second loan program, called the Michigan Film and Digital Media Investment Loan Program, 
provides loans of up to $15.0 million per production per company or equity fund.  Loan recipients 
must film entirely or substantially within Michigan and a majority of the below-the-line crew members 
must be Michigan residents.  The loan may not exceed two-thirds of the total production cost and 
the recipient must provide a guarantee of loan repayment.  The loan also must not exceed 80.0% of 
the value of credits granted under the Media Production Credit, the Media Infrastructure Credit, and 
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the Media Job Training Credit.  Loans may be converted to equity investments if approved by the 
chief compliance officer and the Michigan Film Office.  Interest on the loans is assessed at a market 
rate and earnings are split equally between the Michigan Film and Digital Media Investment Loan 
Fund and the Michigan Film Promotion Fund. 
 
The third loan program, called the Choose Michigan Film and Digital Media Loan, is allowed to make 
loans at rates as low as 1.0%.  Loans must be for a minimum of $500,000 and may not exceed the 
discounted value of seven years' worth of Media Production Credits, Media Infrastructure Credits, 
and Media Job Training Credits.  Loans may be for a maximum of 10 years, and payments may be 
deferred for up to three years.  A business may not receive a loan under both this program and the 
Michigan Film and Digital Media Investment Loan Program, and must also have a loan from some 
other lender.  Interest earnings are divided in the same manner as under the Michigan Film and 
Digital Media Investment Loan Program. 
 
The incentive was enacted by Public Act 80 of 2008 and amended MCL 125.2088d, Section 88d of 
the Michigan Strategic Fund Act.  As indicated, the incentive does not represent a tax credit, but is a 
source of capital for the production of qualified films and other qualified media projects. 
 
MEGA (Michigan Economic Growth Authority) Film Credit 
 
This credit allows a film and digital media production company to qualify as an "eligible business" for 
the purpose of receiving Michigan Business Tax credits under the Michigan Economic Growth 
Authority Act, especially those provisions regarding "high technology activities".  Eligible productions 
are limited in a manner similar to the Media Production Credit.  The MEGA Act allows credits for 
contributions from one firm to another that meet certain criteria and for a variety of multiyear credit 
awards to reduce or eliminate the liability of a taxpayer for up to 20 years.  The MEGA credit 
provisions are described in the MBT Act (MCL 208.1431) and include credits for the tax rate times 
various amounts, including up to 100.0% of payroll and health care benefits.  The credits are 
refundable. 
 
The incentive was enacted by Public Act 87 of 2008 and amended MCL 207.803, Section 3 of the 
Michigan Economic Growth Authority Act. 
 
Free Use of State and Local Facilities 
 
Several public acts adopted concurrently with the film credits provide for the free use of various 
types of facilities.  Public Act 76 of 2008 allows the Director of the Department of Technology, 
Management, and Budget to authorize an individual engaged in the production of a film to use any 
property under the Department's control free of charge.  Granting free use of the facilities is optional 
rather than compulsory, but the criteria for granting or denying permission are virtually nonexistent 
other than a prohibition regarding obscene matter and other "pornographic" content.  Unlike 
incentives such as the Media Production Credit, commercials are eligible for the free use of the 
facilities.  The definition of eligible activities is quite expansive and includes, either explicitly or 
implicitly, a variety of types of productions not eligible for many of the tax incentives. 
 
Public Act 81 of 2008 provides similar authority for the Adjutant General to authorize free use of 
property controlled by the Department of Military and Veterans Affairs.  Public Act 82 of 2008 
provides the Director of the Department of Natural Resources and Environment with similar authority 
to authorize free use of property under that Department's control, while Public Act 83 of 2008 
provides the authority to the Director of the Department of Transportation and the State 
Transportation Commission.  Public Act 84 of 2008 provides, under the same minimal restrictions, 
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that a local unit of government may authorize free use of any property under the control of the local 
government.  Local government is defined broadly, and includes not only cities, counties, and 
townships, but also school districts, intergovernmental authorities, and local authorities.   
 
REVENUE IMPACT OF THE INCENTIVES 
 
Estimating the revenue impact of the film incentives adopted in 2008 has been difficult and will 
remain vulnerable to a wide margin of error until the State has enough experience to discern the 
correlations between projected media activity, the claimed credits, and wider economic conditions.  
In addition to major uncertainties, such as those created by the current weak economic climate (and 
associated lending crises), the ever-changing landscape of competing film incentives in other states 
and countries, and the wide variation in the costs associated with different productions, a variety of 
more administrative issues have complicated the estimates. 
 
Among the various administrative aspects affecting the initial estimates of the revenue impact of the 
tax credits, particularly the Media Production Credit, the most significant aspects have been the 
process for awarding credits and when credits will actually be processed by the State.  In order to be 
eligible for the Media Production Credit, the taxpayer must enter into an agreement with the State.  
In the course of the agreement, the taxpayer demonstrates what aspects of the production will 
potentially qualify for the credit and that the taxpayer and the production meet the statute's 
prerequisites.  As a result of the agreement, the State and the taxpayer have an estimate of the 
amount of credits likely to be claimed. However, after this agreement is reached, the taxpayer has 
additional obligations, such as commencing production within 90 days (or 180 days if an extension is 
approved).  Some productions are ultimately filmed elsewhere, are unable to obtain sufficient 
financing to commence operations, are placed on hold or postponed, or for some other reason 
ultimately do not have credit-eligible activities.  Once production is complete, the taxpayer must 
submit any required information and obtain a postproduction certificate.  There are no specified 
deadlines for how soon after the production is complete that the taxpayer must submit 
documentation regarding the postproduction certificate, or for how soon after the documentation is 
supplied that the certificate must be issued.  The postproduction certificate provides the final 
determination of the amount of any credits the taxpayer may be eligible to claim.              
 
As of February 1, 2009, the Michigan Film Office had awarded postproduction certificates of 
completion totaling approximately $48.0 million.  Most of these were expected to be claimed during 
FY 2008-09, although additional factors could have caused the credits to be claimed later.  First, 
taxpayers may not claim the credits until an annual MBT return is filed.  Generally, a taxpayer will file 
an annual return at the end of the taxpayer's fiscal year (usually the end of the calendar year).  
Because the MBT was first effective for calendar year 2008, annual MBT forms were not available 
until January 2009.  As a result, even though the legislation providing for the film credits was 
effective April 8, 2008, no taxpayers would have been able to claim a credit during FY 2007-08 
(which ended September 30, 2008). 
 
Second, the MBT Act requires that any taxpayer that is part of a "unitary group" (e.g., a taxpayer that 
is a subsidiary) file a return reflecting the unitary activity.  As a result, if a production company had a 
fiscal year that ended in December 2008 but was part of a unitary group with a fiscal year that ended 
in July 2009, the annual return would not have been due until November 30, 2009.  If the taxpayer 
requested an extension, the return might not have been filed until July 31, 2010.  Under this 
example, it is possible that a taxpayer could have received a postproduction certificate in November 
2008 and not be able to receive the credit until some time in the latter half of 2010, more than 18 
months after the certificate was issued. 
 



9 

Third, the date the postproduction certificate is issued determines the tax year's return under which 
the credit will be claimed.  The dates of the actual production activity are not relevant to determining 
the applicable tax year.  As a result, if a production company with a calendar-year fiscal year filmed 
a production between June and August 2008 (covering a time period in the State FY 2007-08) but 
did not receive a postproduction certificate until February 2009, the tax return on which the credit 
would have been claimed would not have been due until April 30, 2010 (assuming no extension was 
requested) and could be due as late as December 31, 2010 (assuming all allowable extensions).  As 
indicated in the preceding paragraph, issues relating to unitary business operations could potentially 
delay the claim even longer.  In this example, however, with a return filed under an extension, the 
film production activity could have occurred during the State FY 2007-08 and the credit might not be 
claimed until FY 2010-11. 
 
The May 2010 consensus revenue estimates are the most current estimates regarding the impact of 
the film incentives.  Table 1 shows the estimated impacts of the various incentives, including any 
expected revenue gains from incentive-induced increases in economic activity.  As indicated in the 
table, the Media Production Credit represents the most costly incentive, totaling $37.5 million during 
FY 2008-09, $100.0 million in FY 2009-10, and $125.0 million in FY 2010-11.  The total cost of all 
the incentives is estimated at $37.5 million in FY 2008-09, $110.0 million in FY 2009-10, and $135.0 
million in FY 2010-11.  The incentives are expected to generate additional tax revenue to the State, 
estimated at $6.7 million in FY 2008-09, $18.6 million in FY 2009-10, and $23.2 million in FY 2010-
11.  As a result, the net revenue impact on the State is an estimated cost of $30.8 million in FY 
2008-09, $91.4 million in FY 2009-10, and $111.8 million in FY 2010-11.  Because the full cost of 
the tax credits is carried by reductions in General Fund/General Purpose (GF/GP) revenue, while 
much of the revenue increase expected is directed toward the School Aid Fund, the reduction in 
GF/GP revenue is even larger, totaling $28.2 million in FY 2008-09, $100.7 million in FY 2009-10, 
and $125.7 million in FY 2010-11. 
 
Revenue losses attributable to the credits have a significant potential to increase markedly in the 
near future.  Expansion of Louisiana's film incentives caused the value of credits to rise from a few 
million dollars in FY 2001-02 to almost $35.0 million in FY 2002-03.  By FY 2005-06 and FY 2006-
07, Louisiana's credits were averaging roughly $75.0 million per year, despite exhibiting a narrower 
base of eligible expenditures and lower credit rate than allowable in Michigan.  Similarly, expansion 
of New Mexico's film credits caused the value of credits to increase from a few million dollars each 
year through FY 2004-05 to nearly $20.0 million in FY 2006-07 and over $60.0 million in FY 2008-
09.  The value of credits associated with film incentives increased from slightly less than $20.0 
million in Massachusetts during FY 2005-06 to almost $140.0 million during FY 2007-08, while in 
Connecticut the costs rose from slightly less than $20.0 million in FY 2006-07 to nearly $90.0 million 
projected for FY 2008-09.  As with Louisiana, even after expansion of the credits, these other states 
offer less generous credits than those offered by Michigan. 
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Table 1 
BREAKDOWN OF MAY 2010 CONSENSUS REVENUE ESTIMATES  

RELATED TO FILM/MEDIA INCENTIVES 
(Dollars in Millions) 

 FY 2008-09 
Estimates 

FY 2009-10 
Estimates 

FY 2010-11 
Estimates 

Film/Media Production Expenses ...................................... $93.8 $250.0 $312.5
     

"New" Economic Activity (Private) ..................................... $112.5 $300.0 $375.0
Percent of Production Expense ......................................... 60.00% 60.00% 60.00%
Multiplier ............................................................................ 2.00 2.00 2.00

     
New Wages ....................................................................... $70.9 $180.0 $225.0
Share of Activity................................................................. 63.00% 60.00% 60.00%
New Income Tax................................................................ $1.9 $5.4 $6.8
Effective Income Tax Rate ................................................ 2.75% 3.00% 3.00%
New Sales Tax from Wages.............................................. $1.5 $3.8 $4.7
Share Spent on Taxable Items .......................................... 35.00% 35.00% 35.00%

     
Film/Business Spending on Taxable Items ....................... $41.6 $120.0 $150.0
Sales Tax from Spending .................................................. 2.5 7.2 9.0

     
Increased MBT from Direct/Spinoff Activity ....................... $0.8 $2.2 $2.7

     
Tax/Revenue Detail     
Media Production Credit .................................................... ($37.5) ($100.0) ($125.0)
Media Infrastructure Credit ................................................ 0.0 (6.0) (6.0)
Media MEGA Credit........................................................... 0.0 (1.6) (1.6)
Media Job Training Credit.................................................. 0.0 (2.4) (2.4)
Subtotal Film Credit Direct Impact..................................... ($37.5) ($110.0) ($135.0)

     
Media Incentives Secondary Impact.................................. $6.7 $18.6 $23.2
     Sales Tax...................................................................... 4.0 11.0 13.7
     Income Tax................................................................... 1.9 5.4 6.8
     MBT .............................................................................. 0.8 2.2 2.7

     
Net MBT Impact................................................................. ($36.7) ($107.8) ($132.3)

     
Total Net State Revenue Impact (Public) .......................... ($30.8) ($91.4) ($111.8)
General Fund (GF/GP) Impact .......................................... (28.2) (100.7) (125.7)

     
Total Net Impact on State (Public & Private) ................ $81.7 $208.6 $263.2

    Source:  May 2010 Consensus Revenue Estimates   
 
ANALYSIS OF FILM INCENTIVES ON INDIVIDUAL PRODUCTIONS 
 
Table 2a and Table 3a estimate the impact of various individual film productions that had received a 
Media Production Credit as of February 3, 2009.  Table 2b and Table 3b provide similar estimates for 
the productions that received a Media Production Credit during the remainder of 2009.  The data for 
each individual production are highly speculative because the individual effects are estimated based on 
averages derived from aggregate figures. 
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Employment Impacts 
 
On an employment basis, the productions for which data were supplied accounted for approximately 
2,350 hires in 2008 and 3,867 in 2009, as indicated in Tables 2a and 2b.  Due to the part-time nature of 
film production work, the 2,350 jobs equate to just 216 jobs on a full-time-equivalent basis, while the 3,867 
equate to 355.5 full-time jobs.  As identified in a report regarding the 2008 film incentives by Michigan 
State University's (MSU's) Center for Economic Analysis1, these production hires also create a "direct" 
impact on the firms that transact business with the film production.  These firms include costume rental 
shops, caterers, vehicle rental, hotels and motels, etc.  Higher levels of employment in these sectors, as 
well as general spending by members of the production crew, generate additional "indirect" jobs, 
estimated at an additional 411 jobs in 2008.  (The report defines them as direct jobs because they 
represent employment resulting from the initial spending on media production, rather than employment 
generated as a result of any multiplier effects as that spending is transmitted through the economy.  
Tables 2a and 2b identify these jobs as direct induced employment.)  When the "spin-off" activity 
(reflecting the multipliers) from this activity is incorporated into the analysis, the identified productions in 
2008 account for approximately 937 full-time-equated positions (out of the 1,102 total FTE positions 
estimated in the report). 
 
The credits were awarded for activity that would have occurred between April 2008, when the credits 
were adopted, and February 3, 2009, when the report was prepared.  While the productions did create 
additional jobs for the economy, an additional 937 FTE jobs represented a negligible change in 
Michigan employment.  Between April 2008 and January 2009, Michigan wage and salary employment 
declined by 210,900 jobs.  The total increase in employment attributed to the film production activity 
would represent an offset of 0.4% of the change in Michigan wage and salary employment over the 
relevant period.  The total change in employment over the April-to-January period from film productions 
also would appear negligible when compared with monthly swings in employment in individual months.  
The 937 additional jobs attributed to the film production activity over the April-to-January period would 
represent only 2.8% of the change in Michigan wage and salary employment between just November 
and December 2008.  Similarly, an estimated total of 1,542 jobs during 2009 would represent 0.8% of 
the change in wage and salary employment experienced over the year. 
 
The tax credit cost for these jobs is significant.  When the cost of the credits is measured against the 
hires made by the productions, the average cost per job was $186,519 in 2008 and $193,333 in 2009. 
If the employment contribution is broadened to include all of the spin-off employment attributed to the 
film activity, the average cost per job was $42,991 in 2008 and $44,561 in 2009.  The U.S. Bureau of 
Labor Statistics reports that in 2008, the average Michigan wage across all occupations totaled 
$42,890.  As a result, even when spin-off jobs are included, the tax credit impact of the employment 
attributable to those credits is approximately 100.2% of the average wage in Michigan. 
 
Revenue Impacts 
 
On a revenue basis, as indicated previously, the film production activity does generate revenue to offset 
partially the cost of the credits but the impact of those offsets does not result in a net increase in 
revenue to the State.  The Senate Fiscal Agency estimates that the individually listed productions 
received approximately $40.3 million in tax credits in 2008 and $68.7 million in 2009, as indicated in 
Tables 3a and 3b.  Direct tax revenue from these productions is estimated at a likely maximum of $3.3 
million in 2008 and $5.4 million 2009, while spin-off economic activity generated another $1.2 million in 
revenue in 2008 and $2.2 million in 2009.  As a result, the $40.3 million in tax credits in 2008 is 
estimated to have been offset by an increase in revenue of $4.6 million, leaving the State with a net 
revenue loss of $35.7 million, while in 2009 the $68.7 million in credits were offset by $7.6 million in 
revenue, leaving the State with a net revenue loss of $61.2 million. 
                                                 
1 "The Economic Impact of Michigan's Motion Picture Production Industry and the Michigan Motion Picture 
Production Credit", Miller, S. and Abdulkadri, A., February 6, 2009. 
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Table 2a 
ESTIMATED EMPLOYMENT IMPACTS FROM FILM CREDITS ISSUED AS OF FEBRUARY 3, 2009 (CREDITS FOR 2008) 

  Expenditures Eligible for Credit     Induced Employment  Tax Credit Cost Per Job 

 Project Total Goods Services 
Salaries/ 
Wages  

Production 
Hires 

Estimated 
Credit 

Estimated 
Spending to 
MI Economy 

FTE 
Production 

Hires Direct Indirect 

Total 
Employment 

Impact 
Production 

Hires 
Total 

Employ. 
1 Youth in Revolt $11,902,120 $5,255,792 $130,597 $6,515,731 130 $4,569,652 $6,257,224 12.0 19.3 20.6 51.8 $382,373 $88,133 
2 The Job 1,284,427 384,386 77,821 822,220 192 493,138 675,253 17.7 28.6 30.4 76.6 27,939 6,440 
3 Prince of Motor City NA  NA NA NA NA NA NA  NA NA NA NA NA NA 
4 Street Boss 652,629 251,175 9,067 392,387 80 250,568 343,102 7.4 11.9 12.7 31.9 34,071 7,853 
5 Gran Torino 12,304,028 3,886,454 315,916 8,101,658 126 4,723,959 6,468,516 11.6 18.7 19.9 50.3 407,833 94,002 
6 All's Faire 6,574,504 994,502 748,448 4,831,554 210 2,524,189 3,456,371 19.3 31.2 33.2 83.8 130,752 30,137 
7 The Pentagon Memorial 353,043 98,495 0 254,898 14 135,546 185,603 1.3 2.1 2.2 5.6 105,319 24,275 
8 Regional Roots 90,000 21,486 1,194 67,320 12 34,554 47,315 1.1 1.8 1.9 4.8 31,323 7,220 
9 Red and Blue Marbles 427,606 113,765 90,639 223,202 73 164,173 224,803 6.7 10.9 11.5 29.1 24,464 5,639 
10 Tug 637,352 144,391 197,452 295,509 47 244,702 335,071 4.3 7.0 7.4 18.7 56,635 13,054 
11 Virgin on Bourbon Street 3,653,507 454,085 264,442 2,934,980 104 1,402,713 1,920,734 9.6 15.5 16.4 41.5 146,718 33,817 
12 Prayers for Bobby 5,465,424 904,157 533,774 4,027,493 132 2,098,373 2,873,302 12.1 19.6 20.9 52.6 172,924 39,857 
13 Come On Over 498,447 50,409 101,206 346,832 63 191,372 262,045 5.8 9.4 10.0 25.1 33,043 7,616 
14 Whip It 12,385,212 2,465,390 2,088,855 7,831,967 229 4,755,129 6,511,197 21.1 34.1 36.2 91.3 225,878 52,063 
15 Rothbury Music Festival 387,568 136,173 16,203 235,192 100 148,801 203,754 9.2 14.9 15.8 39.9 16,187 3,731 
16 Demoted 13,158,461 2,594,026 224,804 10,339,631 77 5,052,007 6,917,712 7.1 11.5 12.2 30.7 713,708 164,502 
17 Art House 69,586 11,978 12,493 45,115 45 26,717 36,583 4.1 6.7 7.1 17.9 6,458 1,489 
18 Intent 1,890,934 238,215 18,207 1,640,311 36 725,998 994,108 3.3 5.4 5.7 14.4 219,371 50,563 
19 Kevorkian 193,774 39,239 1,834 152,701 5 74,397 101,872 0.5 0.7 0.8 2.0 161,857 37,306 
20 3rd and Bird NA  NA NA NA NA NA NA  NA NA NA NA NA NA 
21 Steam 2,926,887 1,135,830 59,198 1,731,858 95 1,123,737 1,538,733 8.7 14.1 15.0 37.9 128,673 29,658 
22 Miss January 4,048,114 1,151,426 164,089 2,732,599 124 1,554,217 2,128,189 11.4 18.4 19.6 49.5 136,344 31,426 
23 Offspring 405,404 109,269 62,868 233,267 45 155,649 213,130 4.1 6.7 7.1 17.9 37,625 8,672 
24 High School 15,195,964 1,799,884 1,781,340 11,614,740 140 5,834,278 7,988,875 12.9 20.8 22.1 55.8 453,321 104,486 
25 Gifted Hands NA  NA NA NA NA NA NA  NA NA NA NA NA NA 
26 Hung 3,362,869 656,335 516,502 2,220,528 NA 1,291,126 1,767,939 NA NA NA NA NA NA 
27 Wedding Day 1,281,784 181,824 232,113 867,847 47 492,123 673,864 4.3 7.0 7.4 18.7 113,900 26,253 
28 Butterfly Effect 3: Revelations 4,433,101 853,619 968,845 2,610,637 105 1,702,027 2,330,585 9.7 15.6 16.6 41.9 176,329 40,642 
29 Horse Crazy 144,219 23,674 39,875 80,670 10 55,371 75,819 0.9 1.5 1.6 4.0 60,232 13,883 
30 Cherry 771,495 362,147 23,570 385,778 54 296,205 405,593 5.0 8.0 8.5 21.5 59,669 13,753 
31 Wonder Pets NA  NA NA NA NA NA NA  NA NA NA NA NA NA 
32 Cyrus 395,819 119,301 69,786 206,732 17 151,969 208,091 1.6 2.5 2.7 6.8 97,242 22,413 
33 Hey Josh NA  NA NA NA NA NA NA  NA NA NA NA NA NA 
34 Raised Alone 56,451 17,959 13,557 24,935 38 21,674 29,678 3.5 5.7 6.0 15.2 6,204 1,430 
35 America NA  NA NA NA NA NA NA  NA NA NA NA NA NA 

  Total $104,950,729 $24,455,386 $8,764,695 $71,768,292 2,350 $40,294,363 $55,175,062 216.0 349.6 371.7 937.3 $186,519 $42,991 
Notes: Data on expenditures eligible for credit and production hires from Michigan Film Office.  Estimated credit computed using average figures from Michigan Film Office February 2009 Annual Report to estimate an 

average effective credit rate.  Estimated spending to Michigan economy and other employment figures based upon average data provided in MSU's Center for Economic Analysis report.  Tax credit cost per job 
computed by dividing the estimated credit by the full-time-equated (FTE) employment estimates. 

Source:  Michigan Film Office, MSU Center for Economic Analysis, Senate Fiscal Agency 
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Table 2b 

ESTIMATED EMPLOYMENT IMPACTS FROM FILM CREDITS ISSUED DURING 2009 (CREDITS FOR 2009) 
  Expenditures Eligible for Credit     Induced Employment  Tax Credit Cost Per Job 

 Project Total Goods Services 
Salaries/ 
Wages  

Production 
Hires 

Estimated 
Credit 

Estimated 
Spending to 
MI Economy 

FTE 
Production 

Hires Direct Indirect 

Total 
Employment 

Impact 
Production 

Hires 
Total 

Employ. 
1 Betty Ann Waters $10,799,006 $973,641 $1,846,676 $7,978,689 332 $4,210,927 $5,677,291 30.5 49.4 52.5 132.4 $137,971 $31,801 
2 Irishman 7,001,779 1,090,895 547,992 5,362,892 205 2,994,357 3,681,000 18.8 30.5 32.4 81.8 158,890 36,623 
3 Up in the Air 1,335,843 252,838 151,951 931,054 90 519,719 702,284 8.3 13.4 14.2 35.9 62,816 14,479 
4 Alleged 4,073,010 618,273 944,704 2,510,033 143 1,119,677 2,141,277 13.1 21.3 22.6 57.0 85,173 19,632 
5 Annabelle and the Bear 94,354 55,953 28,415 9,986 2 38,039 49,604 0.2 0.3 0.3 0.8 206,893 47,687 
6 Best Girlfriends 59,343 13,723 8,135 37,485 27 23,014 31,198 2.5 4.0 4.3 10.8 9,272 2,137 
7 Caught in the Crossfire 428,709 107,426 49,646 271,637 40 177,335 225,382 3.7 6.0 6.3 16.0 48,226 11,116 
8 Clark Family Christmas 66,000 12,500 3,500 50,000 20 27,090 34,698 1.8 3.0 3.2 8.0 14,734 3,396 
9 Confidentiality Request 1 6,854,395 2,440,713 858,980 3,554,703 134 2,686,624 3,603,516 12.3 19.9 21.2 53.4 218,097 50,269 
10 Daisy Tells a Secret 93,836 1,636 35,454 56,746 8 36,974 49,332 0.7 1.2 1.3 3.2 50,275 11,588 
11 Fitful 409,105 26,107 128,816 254,182 25 169,748 215,076 2.3 3.7 4.0 10.0 73,860 17,024 
12 Confidentiality Request 2 10,664,996 2,799,820 1,169,664 6,695,512 215 4,016,748 5,606,839 19.8 32.0 34.0 85.8 203,228 46,842 
13 Confidentiality Request 3 11,966,423 1,244,480 1,874,945 8,846,998 188 3,683,328 6,291,029 17.3 28.0 29.7 75.0 213,123 49,123 
14 Genesis Code 4,508,335 476,013 1,807,151 2,225,171 118 1,749,796 2,370,138 10.8 17.6 18.7 47.1 161,307 37,180 
15 Grey Skies 117,279 9,946 29,869 77,464 14 46,470 61,656 1.3 2.1 2.2 5.6 36,107 8,322 
16 Highland Park 3,676,697 663,575 553,723 2,459,399 160 1,443,010 1,932,926 14.7 23.8 25.3 63.8 98,106 22,613 
17 Confidentiality Request 4 3,914,485 565,857 579,487 2,769,141 143 1,443,325 2,057,937 13.1 21.3 22.6 57.0 109,793 25,306 
18 Hunting Blind 106,289 16,145 10,772 79,372 26 41,567 55,879 2.4 3.9 4.1 10.4 17,391 4,008 
19 Confidentiality Request 5 56,694 16,189 11,690 28,815 24 23,363 29,805 2.2 3.6 3.8 9.6 10,589 2,441 
20 Jerusalem Countdown 550,015 117,290 66,499 366,226 27 220,006 289,156 2.5 4.0 4.3 10.8 88,638 20,430 
21 John the Revelator 204,891 27,265 18,360 159,266 14 84,641 107,716 1.3 2.1 2.2 5.6 65,766 15,158 
22 Jump Shipp 197,740 40,909 21,960 134,871 11 82,386 103,957 1.0 1.6 1.7 4.4 81,472 18,778 
23 Master Class 9,099,899 1,457,789 511,496 7,130,614 54 3,506,987 4,784,031 5.0 8.0 8.5 21.5 706,460 162,832 
24 Meltdown 325,979 88,536 109,267 128,176 41 136,227 171,375 3.8 6.1 6.5 16.4 36,143 8,331 
25 Mooz-lum 1,549,141 126,955 241,228 1,180,958 84 617,400 814,420 7.7 12.5 13.3 33.5 79,953 18,428 
26 Motor City Motors 2,758,757 623,140 560,842 1,574,775 33 1,101,943 1,450,343 3.0 4.9 5.2 13.2 363,239 83,723 
27 Naked Angel 62,909 15,854 15,086 31,969 8 25,432 33,073 0.7 1.2 1.3 3.2 34,581 7,971 
28 Oogieloves 11,300,795 1,107,587 2,247,967 7,945,241 184 4,039,167 5,941,093 16.9 27.4 29.1 73.4 238,793 55,039 
29 Red Dawn 44,482,335 11,141,827 6,968,497 26,372,011 430 16,749,731 23,385,408 39.5 64.0 68.0 171.5 423,727 97,665 
30 Stone 14,801,421 799,724 2,079,799 11,921,898 186 6,136,774 7,781,454 17.1 27.7 29.4 74.2 358,901 82,723 
31 The Next Great Mission 485,975 18,627 98,803 368,545 14 203,089 255,488 1.3 2.1 2.2 5.6 157,799 36,371 
32 Tractors 75,560 32,444 4,573 38,543 4 34,800 39,724 0.4 0.6 0.6 1.6 94,638 21,813 
33 Trivial Pursuits 431,337 149,135 44,682 237,520 45 166,567 226,764 4.1 6.7 7.1 17.9 40,265 9,281 
34 Trust 7,684,695 582,015 3,681,762 3,420,918 169 3,024,223 4,040,025 15.5 25.1 26.7 67.4 194,659 44,867 
35 Vanishing on 7th Street 6,686,125 729,986 515,432 5,440,707 120 2,652,789 3,515,053 11.0 17.9 19.0 47.9 240,474 55,427 
36 Confidentiality Request 6 4,174,451 810,967 487,132 2,876,352 153 1,630,045 2,194,607 14.1 22.8 24.2 61.0 115,893 26,712 
37 What If 404,088 74,990 43,590 285,508 26 163,438 212,439 2.4 3.9 4.1 10.4 68,380 15,761 
38 Confidentiality Request 7 4,650,766 1,044,657 1,135,670 2,470,439 198 1,811,685 2,445,017 18.2 29.5 31.3 79.0 99,532 22,941 
39 Wooden Boats 148,466 45,833 12,318 90,315 7 59,140 78,052 0.6 1.0 1.1 2.8 91,903 21,183 
40 Confidentiality Request 8 3,735,456 331,557 1,155,209 2,248,690 79 1,466,028 1,963,817 7.3 11.8 12.5 31.5 201,866 46,528 
41 Confidentiality Request 9 945,734 146,643 66,698 732,393 66 364,249 497,195 6.1 9.8 10.4 26.3 60,035 13,837 

  Total $180,983,113 $30,899,460 $30,728,440 $119,355,214 3,867 $68,727,858 $95,147,071 355.5 575.2 611.6 1,542.3 $193,333 $44,561 
Notes: Data on expenditures eligible for credit and production hires from Michigan Film Office.  Estimated credit computed using average figures from Michigan Film Office March 2010 Annual Report to estimate an 

average effective credit rate.  Estimated spending to Michigan economy and other employment figures based upon average data provided in MSU's Center for Economic Analysis report.  Tax credit cost per job 
computed by dividing the estimated credit by the full-time-equated (FTE) employment estimates. 

Source:  Michigan Film Office, MSU Center for Economic Analysis, Senate Fiscal Agency 
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Table 3a 

ESTIMATED REVENUE IMPACT FROM FILM CREDITS ISSUED AS OF FEBRUARY 3, 2009 (CREDITS FOR 2008) 
     Estimated Direct Tax Revenue Estimated Net Indirect Tax Revenue   

 Project 

Total 
Expenditures 

Eligible for 
Credit 

Estimated 
Credit 

Estimated 
Spending to 
MI Economy Sales/Use MBT Income Total Sales/Use MBT Income Total 

Estimated 
Total Tax 
Revenue 

Estimated  
Net Revenue 

Impact 
1 Youth in Revolt $11,902,120 $4,569,652 $6,257,224 $317,306 $60,984 $136,830 $515,121 $58,083 $28,823 $53,407 $140,313 $655,434 ($3,914,218) 
2 The Job 1,284,427 493,138 675,253 24,230 4,260 17,267 45,757 6,268 3,110 5,763 15,142 60,899 (432,239) 
3 Prince of Motor City NA  NA  NA NA NA NA NA  NA NA NA NA NA NA  
4 Street Boss 652,629 250,568 343,102 15,207 2,659 8,240 26,106 3,185 1,580 2,928 7,694 33,800 (216,768) 
5 Gran Torino 12,304,028 4,723,959 6,468,516 237,926 36,412 170,135 444,472 60,045 29,796 55,210 145,051 589,524 (4,134,436) 
6 All's Faire 6,574,504 2,524,189 3,456,371 70,897 9,658 101,463 182,017 32,084 15,921 29,501 77,506 259,524 (2,264,665) 
7 The Pentagon Memorial 353,043 135,546 185,603 5,910 613 5,353 11,875 1,723 855 1,584 4,162 16,037 (119,508) 
8 Regional Roots 90,000 34,554 47,315 1,307 109 1,414 2,830 439 218 404 1,061 3,891 (30,663) 
9 Red and Blue Marbles 427,606 164,173 224,803 8,185 2,403 4,687 15,276 2,087 1,036 1,919 5,041 20,317 (143,856) 
10 Tug 637,352 244,702 335,071 11,625 4,307 6,206 22,138 3,110 1,543 2,860 7,514 29,652 (215,051) 
11 Virgin on Bourbon Street 3,653,507 1,402,713 1,920,734 31,212 492 61,635 93,338 17,829 8,848 16,394 43,071 136,409 (1,266,304) 
12 Prayers for Bobby 5,465,424 2,098,373 2,873,302 62,256 7,814 84,577 154,648 26,672 13,235 24,524 64,431 219,079 (1,879,294) 
13 Come On Over 498,447 191,372 262,045 4,543 1,112 7,283 12,938 2,432 1,207 2,237 5,876 18,814 (172,558) 
14 Whip It 12,385,212 4,755,129 6,511,197 179,256 42,968 164,471 386,696 60,441 29,993 55,574 146,008 532,704 (4,222,425) 
15 Rothbury Music Festival 387,568 148,801 203,754 8,413 1,537 4,939 14,889 1,891 939 1,739 4,569 19,458 (129,343) 
16 Demoted 13,158,461 5,052,007 6,917,712 159,014 6,274 217,132 382,420 64,214 31,865 59,044 155,124 537,544 (4,514,463) 
17 Art House 69,586 26,717 36,583 906 220 947 2,073 340 169 312 820 2,893 (23,823) 
18 Intent 1,890,934 725,998 994,108 14,566 0 34,447 49,013 9,228 4,579 8,485 22,292 71,305 (654,693) 
19 Kevorkian 193,774 74,397 101,872 2,382 84 3,207 5,672 946 469 869 2,284 7,957 (66,440) 
20 3rd and Bird NA  NA  NA NA NA NA NA  NA NA NA NA NA NA  
21 Steam 2,926,887 1,123,737 1,538,733 69,038 12,471 36,369 117,878 14,283 7,088 13,133 34,505 152,382 (971,355) 
22 Miss January 4,048,114 1,554,217 2,128,189 71,547 10,672 57,385 139,603 19,755 9,803 18,165 47,723 187,326 (1,366,891) 
23 Offspring 405,404 155,649 213,130 7,499 1,856 4,899 14,254 1,978 982 1,819 4,779 19,033 (136,616) 
24 High School 15,195,964 5,834,278 7,988,875 134,713 13,601 243,910 392,223 74,158 36,800 68,187 179,144 571,367 (5,262,910) 
25 Gifted Hands NA  NA  NA NA NA NA NA  NA NA NA NA NA NA  
26 Hung 3,362,869 1,291,126 1,767,939 47,128 10,312 46,631 104,071 16,411 8,144 15,090 39,645 143,715 (1,147,411) 
27 Wedding Day 1,281,784 492,123 673,864 14,391 3,328 18,225 35,944 6,255 3,104 5,752 15,111 51,055 (441,068) 
28 Butterfly Effect 3: Revelations 4,433,101 1,702,027 2,330,585 65,750 19,131 54,823 139,705 21,634 10,735 19,892 52,261 191,966 (1,510,061) 
29 Horse Crazy 144,219 55,371 75,819 2,019 705 1,694 4,418 704 349 647 1,700 6,118 (49,253) 
30 Cherry 771,495 296,205 405,593 22,082 4,666 8,101 34,850 3,765 1,868 3,462 9,095 43,945 (252,260) 
31 Wonder Pets NA  NA  NA NA NA NA NA  NA NA NA NA NA NA  
32 Cyrus 395,819 151,969 208,091 8,205 2,222 4,341 14,768 1,932 959 1,776 4,666 19,435 (132,534) 
33 Hey Josh NA  NA  NA NA NA NA NA  NA NA NA NA NA NA  
34 Raised Alone 56,451 21,674 29,678 1,281 406 524 2,210 275 137 253 665 2,876 (18,798) 
35 America NA  NA  NA NA NA NA NA  NA NA NA NA NA NA  

  Total $104,950,729 $40,294,363 $55,175,062 $1,598,794 $261,277 $1,507,134 $3,367,204 $512,169 $254,156 $470,930 $1,237,255 $4,604,459 ($35,689,904) 
Notes:   Data on expenditures eligible for credit from Michigan Film Office.  Estimated credit computed using average figures from Michigan Film Office February 2009 Annual Report to estimate an average effective credit rate.  

Estimated spending to Michigan economy and other employment figures based upon average data provided in MSU's Center for Economic Analysis report.  Estimated direct sales tax revenue assumes 25% of expenditures 
on services and 100% of expenditures on goods are subject to sales/use taxes.  Estimated direct MBT revenue assumes 100% of expenditures on goods and services are subject to the gross receipts taxes, and the 
compensation credit is applied to wages.  MBT revenue also assumes firms make a profit equal to 10% of the spending on goods and services, which is then subject to the income tax portion of the MBT.  MBT revenue also 
assumes taxpayers are not eligible for other credits, including the alternate tax rate or the filing threshold credit, and includes the impact of the surcharge.  Estimated direct income tax revenue assumes wage expenditures 
are taxed at an average effective rate of 2.1%.  Estimated indirect revenue is estimated on a "balanced-budget" basis (net of the impact of the credit) and is based upon average aggregate multiplier effects from the Center 
for Economic Analysis report.  Estimated indirect sales tax revenue assumes 40% of "multiplier" expenditures are subject to sales/use taxes.  Estimated indirect MBT revenue and income tax revenue are based on 
assumptions similar to the direct revenue. 

Source:  Michigan Film Office, MSU Center for Economic Analysis, Senate Fiscal Agency 
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Table 3b 
ESTIMATED REVENUE IMPACT FROM FILM CREDITS ISSUED DURING 2009 (CREDITS FOR 2009) 

     Estimated Direct Tax Revenue Estimated Net Indirect Tax Revenue   

 Project 

Total 
Expenditures 

Eligible for Credit 
Estimated 

Credit 

Estimated 
Spending to 
MI Economy Sales/Use MBT Income Total Sales/Use MBT Income Total 

Estimated 
Total Tax 
Revenue 

Estimated  
Net Revenue 

Impact 
1 Betty Ann Waters $10,799,006 $4,210,927 $5,677,291 $86,119 $15,033 $167,552 $268,704 $50,470 $25,045 $46,406 $121,921 $390,625 ($3,820,302) 
2 Irishman 7,001,779 2,994,357 $3,681,000 $73,674 $6,048 $112,621 $192,342 $23,633 $11,728 $21,730 $57,091 $249,433 ($2,744,924) 
3 Up in the Air 1,335,843 519,719 $702,284 $17,450 $2,950 $19,552 $39,952 $6,284 $3,118 $5,778 $15,179 $55,131 ($464,588) 
4 Alleged 4,073,010 1,119,677 $2,141,277 $51,267 $15,404 $52,711 $119,382 $35,162 $17,448 $32,331 $84,941 $204,323 ($915,354) 
5 Annabelle and the Bear 94,354 38,039 $49,604 $3,783 $1,296 $210 $5,289 $398 $198 $366 $962 $6,251 ($31,788) 
6 Best Girlfriends 59,343 23,014 $31,198 $945 $207 $787 $1,939 $282 $140 $259 $680 $2,620 ($20,394) 
7 Caught in the Crossfire 428,709 177,335 $225,382 $7,190 $1,476 $5,704 $14,371 $1,654 $821 $1,521 $3,995 $18,366 ($158,969) 
8 Clark Family Christmas 66,000 27,090 $34,698 $803 $68 $1,050 $1,920 $262 $130 $241 $633 $2,553 ($24,537) 
9 Confidentiality Request 1 6,854,395 2,686,624 $3,603,516 $159,327 $38,975 $74,649 $272,951 $31,558 $15,660 $29,017 $76,235 $349,186 ($2,337,438) 
10 Daisy Tells a Secret 93,836 36,974 $49,332 $630 $376 $1,192 $2,198 $425 $211 $391 $1,027 $3,225 ($33,749) 
11 Fitful 409,105 169,748 $215,076 $3,499 $1,507 $5,338 $10,343 $1,560 $774 $1,435 $3,769 $14,112 ($155,636) 
12 Confidentiality Request 2 10,664,996 4,016,748 $5,606,839 $185,534 $37,935 $140,606 $364,075 $54,728 $27,158 $50,322 $132,208 $496,283 ($3,520,465) 
13 Confidentiality Request 3 11,966,423 3,683,328 $6,291,029 $102,793 $16,546 $185,787 $305,126 $89,753 $44,538 $82,526 $216,817 $521,943 ($3,161,385) 
14 Genesis Code 4,508,335 1,749,796 $2,370,138 $55,668 $27,836 $46,729 $130,232 $21,351 $10,595 $19,632 $51,578 $181,811 ($1,567,985) 
15 Grey Skies 117,279 46,470 $61,656 $1,045 $342 $1,627 $3,014 $523 $259 $481 $1,263 $4,277 ($42,193) 
16 Highland Park 3,676,697 1,443,010 $1,932,926 $48,120 $10,131 $51,647 $109,898 $16,862 $8,368 $15,504 $40,734 $150,632 ($1,292,378) 
17 Confidentiality Request 4 3,914,485 1,443,325 $2,057,937 $42,644 $7,848 $58,152 $108,644 $21,154 $10,497 $19,451 $51,102 $159,746 ($1,283,579) 
18 Hunting Blind 106,289 41,567 $55,879 $1,130 $132 $1,667 $2,929 $493 $244 $453 $1,190 $4,119 ($37,448) 
19 Confidentiality Request 5 56,694 23,363 $29,805 $1,147 $334 $605 $2,086 $222 $110 $204 $536 $2,621 ($20,742) 
20 Jerusalem Countdown 550,015 220,006 $289,156 $8,035 $1,548 $7,691 $17,274 $2,380 $1,181 $2,188 $5,749 $23,023 ($196,983) 
21 John the Revelator 204,891 84,641 $107,716 $1,911 $131 $3,345 $5,387 $794 $394 $730 $1,919 $7,306 ($77,335) 
22 Jump Shipp 197,740 82,386 $103,957 $2,784 $494 $2,832 $6,110 $742 $368 $683 $1,793 $7,904 ($74,482) 
23 Master Class 9,099,899 3,506,987 $4,784,031 $95,140 $4,727 $149,743 $249,610 $43,954 $21,811 $40,415 $106,180 $355,789 ($3,151,198) 
24 Meltdown 325,979 136,227 $171,375 $6,951 $2,651 $2,692 $12,293 $1,210 $600 $1,112 $2,922 $15,216 ($121,011) 
25 Mooz-lum 1,549,141 617,400 $814,420 $11,236 $1,447 $24,800 $37,483 $6,781 $3,365 $6,235 $16,381 $53,864 ($563,536) 
26 Motor City Motors 2,758,757 1,101,943 $1,450,343 $45,801 $12,878 $33,070 $91,749 $11,991 $5,951 $11,026 $28,968 $120,717 ($981,226) 
27 Naked Angel 62,909 25,432 $33,073 $1,178 $370 $671 $2,219 $263 $131 $242 $635 $2,855 ($22,577) 
28 Oogieloves 11,300,795 4,039,167 $5,941,093 $100,175 $23,613 $166,850 $290,637 $65,461 $32,484 $60,190 $158,136 $448,773 ($3,590,394) 
29 Red Dawn 44,482,335 16,749,731 $23,385,408 $773,037 $188,525 $553,812 $1,515,374 $228,389 $113,334 $210,000 $551,723 $2,067,097 ($14,682,634) 
30 Stone 14,801,421 6,136,774 $7,781,454 $79,180 $1,379 $250,360 $330,919 $56,607 $28,090 $52,049 $136,747 $467,666 ($5,669,108) 
31 The Next Great Mission 485,975 203,089 $255,488 $2,600 $492 $7,739 $10,831 $1,804 $895 $1,658 $4,357 $15,187 ($187,902) 
32 Tractors 75,560 34,800 $39,724 $2,015 $442 $809 $3,267 $169 $84 $156 $409 $3,676 ($31,124) 
33 Trivial Pursuits 431,337 166,567 $226,764 $9,618 $2,183 $4,988 $16,789 $2,072 $1,028 $1,905 $5,005 $21,794 ($144,773) 
34 Trust 7,684,695 3,024,223 $4,040,025 $90,147 $54,700 $71,839 $216,687 $34,962 $17,349 $32,147 $84,459 $301,146 ($2,723,077) 
35 Vanishing on 7th Street 6,686,125 2,652,789 $3,515,053 $51,531 $0 $114,255 $165,785 $29,678 $14,727 $27,288 $71,693 $237,478 ($2,415,311) 
36 Confidentiality Request 6 4,174,451 1,630,045 $2,194,607 $55,965 $9,864 $60,403 $126,233 $19,431 $9,642 $17,867 $46,940 $173,173 ($1,456,872) 
37 What If 404,088 163,438 $212,439 $5,153 $817 $5,996 $11,966 $1,687 $837 $1,551 $4,074 $16,040 ($147,398) 
38 Confidentiality Request 7 4,650,766 1,811,685 $2,445,017 $79,714 $25,304 $51,879 $156,897 $21,798 $10,817 $20,043 $52,658 $209,556 ($1,602,129) 
39 Wooden Boats 148,466 59,140 $78,052 $2,935 $584 $1,897 $5,416 $651 $323 $599 $1,572 $6,988 ($52,152) 
40 Confidentiality Request 8 3,735,456 1,466,028 $1,963,817 $37,222 $15,167 $47,222 $99,611 $17,133 $8,502 $15,754 $41,389 $141,000 ($1,325,028) 
41 Confidentiality Request 9 945,734 364,249 $497,195 $9,799 $660 $15,380 $25,840 $4,576 $2,271 $4,207 $11,054 $36,893 ($327,356) 

  Total $180,983,113 $68,727,858 $95,147,071 $2,314,894 $532,421 $2,506,459 $5,353,775 $909,306 $451,228 $836,090 $2,196,624 $7,550,399 ($61,177,459) 
Notes: Data on expenditures eligible for credit and estimated credit from Michigan Film Office.  Estimated spending to Michigan economy and other employment figures based upon average data provided in MSU's Center for Economic Analysis 
report.  Estimated direct sales tax revenue assumes 25% of expenditures on services and 100% of expenditures on goods are subject to sales/use taxes.  Estimated direct MBT revenue assumes 100% of expenditures on goods and services are 
subject to the gross receipts taxes, and the compensation credit is applied to wages.  MBT revenue also assumes firms make a profit equal to 10% of the spending on goods and services, which is then subject to the income tax portion of the MBT.  
MBT revenue also assumes taxpayers are not eligible for other credits, including the alternate tax rate or the filing threshold credit, and includes the impact of the surcharge.  Estimated direct income tax revenue assumes wage expenditures are 
taxed at an average effective rate of 2.1%.  Estimated indirect revenue is estimated on a "balanced-budget" basis (net of the impact of the credit) and is based upon average aggregate multiplier effects from the Center for Economic Analysis report. 
Estimated indirect sales tax revenue assumes 40% of "multiplier" expenditures are subject to sales/use taxes.  Estimated indirect MBT revenue and income tax revenue are based on assumptions similar to the direct revenue. 

Source:  Michigan Film Office, MSU Center for Economic Analysis, Senate Fiscal Agency 
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FILM OFFICE REPORT 
 
Reporting Requirements 
 
While the MBT Act provides for three types of credits associated with the production of motion pictures 
and other selected entertainment media, the Media Production Credit, the Media Infrastructure Credit, and 
the Media Job Training Credit, in addition to the other incentives described earlier, only the statute 
providing for the Media Production Credit includes an explicit requirement to report on the activity of any of 
the incentives.  Under MCL 208.1455, the Michigan Film Office is required to report on various aspects of 
the Media Production Credit by March 1 of each year.  The first report regarding the Media Production 
Credit was released in February 2008 and covered activity from the inception of the credit (April 8, 2008) 
through February 3, 2009.  Concurrently, the Michigan Film Office also released the study by MSU's 
Center for Economic Analysis, assessing the economic impact of the credit.  The Michigan Film Office 
released a second report, for 2009, on March 1, 2010.  However, the 2009 report did not include any 
analytic report assessing the economic or revenue impact of the credit. 
 
Section 455 of the MBT Act, MCL 208.1455(11), specifies that the Michigan Film Office must provide an 
annual report regarding the value of the credits awarded under that section (Media Production Credits). 
The reporting requirements are fairly minimal, indicating the report must provide: 
 

• A brief assessment of the overall effectiveness of the credit at attracting qualified productions to 
this State during the immediately preceding calendar year. 

• The number of qualified productions for which the eligible production company applied for a tax 
credit during the immediately preceding year, the names of the qualified productions produced 
in this State for which credits were begun or completed in the preceding year, and the locations 
in this State that were used in the production of qualified productions in the preceding year. 

• The amount of money spent by each eligible production company identified above to produce 
each qualified production in this State and a breakdown of all production spending by all 
companies classified as goods, services, or salaries and wages in the preceding year. 

• An estimate of the number of people employed in this State by eligible production companies 
that qualified for the credit in the preceding year. 

• The value of all tax credit certificates of completion issued in the preceding year. 
 
The statute does not specify what information must be provided in the "brief assessment of the overall 
effectiveness" or define the term.  The report is not required to assess the effectiveness of the credit at 
meeting specific economic or fiscal goals (although the language asks how effective the credit has been 
at attracting productions).  Such goals could include evaluating the effectiveness at creating permanent 
jobs employing Michigan residents, or altering the average wage level of individuals within specific 
sectors, and requiring the analysis to present "net" figures--i.e., the difference between the effect of having 
more film activity and the effect of using a refundable tax credit to create the activity.  Furthermore, the 
statute does not specify basics regarding the treatment of data in the report, such as requiring 
employment counts to be expressed as annualized FTE positions. 
 
The Film Office provided information regarding the type of project (feature film, television production, 
documentary, animation, etc.) despite no statutory requirement to provide such information.  The statute 
also does not require the report to separate the list of productions into categories such as "in-process", 
"completed", and "expired", nor does it require the name of the production company associated with the 
projects.  When requesting company-specific expenditures, the statute does refer in subsection (11)(c) to 
the listing of production companies in subsection (11)(b), although subsection (11)(b) does not require 
such a listing.  The expenditure data specified by the statute do not differentiate between total 
expenditures, expenditures eligible for the credit, and expenditures made to Michigan entities.  The only 
division of expenditures is by type of function:  goods, services, and wages and salaries. 
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As mentioned above, while the statute requires employment data to be supplied in the report, it does 
not require the employment data to be on an annualized FTE basis.  The law also does not require the 
employment figures to be associated with specific productions or production companies.  In addition, 
employment figures required under the statute must specify only "employment in this state" and not 
employment of Michigan residents, although the employment impact on Michigan residents is often 
raised in discussion of the credit. 
 
The statute requires the report to provide very little data regarding the actual credit.  Despite requesting 
some production-specific data for other factors, the statute does not require the report to provide the 
value of certificates of completion by production company or production.  Instead, the report must 
provide an aggregate value for all credits awarded a certificate of completion.  Furthermore, credit 
certificates can be transferred.  While the Department of Treasury manages those transfers, the statute 
requires no information regarding transfers, such as which taxpayers may be purchasing the credits or 
at what price.  The report is not required to indicate whether any production company or credit recipient 
exhibited an MBT liability or other Michigan tax obligation. 
 
As indicated above, the statute contains no reporting requirements regarding the Media Infrastructure Credit, 
the Job Training Credit, or any other credit or incentive designed to focus on the film industry.  While the Film 
Office report did include selected information related to activities associated with some of these other 
incentives, it was not required to by statute and there are no parameters placed on such reporting. 
 
Confidentiality Issues 
  
One particularly difficult area of the statute, in terms of the report required by MCL 208.1455, is the 
issue of confidentiality.  Subsection (6) specifies: 
 

Information, records, or other data received, prepared, used, or retained by the Michigan 
film office under this section that are submitted by an eligible production company and 
considered by the taxpayer and acknowledged by the office as confidential shall not be 
subject to the disclosure requirements of the freedom of information act, 1976 PA 442, 
MCL 15.231 to 15.246. Information, records, or other data shall only be considered 
confidential to the extent that the information or records describe the commercial and 
financial operations or intellectual property of the company, the information or records 
have not been publicly disseminated at any time, and disclosure of the information or 
records may put the company at a competitive disadvantage. 

 
These confidentiality provisions require not only that the taxpayer request confidentiality, but that the Film 
Office agree that confidentiality is warranted.  The statute allows the Film Office to grant the confidentiality 
only if three conditions are met:  1) the information describes the commercial and financial operations or 
intellectual property of the company, 2) the information has not been publicly disseminated at any time, 
and 3) disclosure would put the company at a competitive disadvantage.  The Film Office's 
implementation of these conditions is unclear.  Companies appear to be granted confidentiality upon 
request and the extent to which the other conditions specified in statute have been met is not known.  
Regardless, the Film Office's reports provided limited information on a number of aspects of the credit, 
apparently as a result of the confidentiality provisions in subsection (6). 
 
The confidentiality issue is further complicated by the language in subsection (11), the section that 
requires the report, which states: 
 

The requirements of section 28(1)(f) of 1941 PA 122, MCL 205.28, do not apply to 
disclosure of tax information required by this subsection. 
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The section referred to in this exclusion, MCL 205.28, covers the confidentiality rules to be followed in 
the administration of taxes.  Subsection (1)(f) concerns a number of different circumstances, but the 
relevant aspect of the subsection is that current and former Treasury employees, and anyone 
connected with the Department of Treasury, are prohibited from divulging any information obtained 
through the administration of a tax or information that reveals processing or audit criteria, or otherwise 
examining tax information unless specifically required by their official duties, subject to certain 
exceptions. 
 
As a result, subsection (11) appears to remove the confidentiality protections granted under subsection 
(6), as least in regard to the information in the annual report required under subsection (11).   A variety 
of additional factors confuse the issue, ranging from the fact that Treasury does not compile the report 
while the Film Office does not process the tax return, to the issue that the information requested in the 
report (and/or protected by the confidentiality provisions) is not information on a tax return.  Changing the 
confidentiality exemption to address potential inconsistencies or conflicts with the confidentiality 
protections under subsection (6) could potentially eliminate much of the confusion that has occurred as 
various entities have attempted to obtain data on the program. 
 
Adequacy of the 2008 Film Office Report 
 
The 2008 Annual Report generally adhered to the minimal statutory requirements, although some news 
media and others highlighted deficiencies in the report.  As suggested above, the statutory 
requirements exhibit some vagueness, incompleteness, and internal contradiction. As a result, the 
magnitude of deficiencies in the report mentioned by the media may have been due more to unrealized 
expectations than to any true deficiency in the information provided.  Similarly, the MSU report issued 
concurrently with the Michigan Film Office report apparently was intended to address some of the 
statutory requirements.  For example, the Film Office report actually did not evaluate the credit's 
effectiveness, as required by subsection (11)(a), and while the MSU report evaluated the impact of 
increased film activity on Michigan, it did not evaluate how effective the credit had been at attracting 
activity or do any evaluation of the credit.  The Film Office report asserted the credit had been effective 
because of a ranking among "top incentive states" and an increase in expenditures experienced during 
2008.  While the correlation certainly supports the claim, there is not much "assessment" to the 
statement.  In summary, the report probably met the letter of the requirement, but that also might 
depend upon the interpretation of "brief assessment of the overall effectiveness of the credit under this 
section at attracting qualified productions to this state".  As indicated earlier, none of the terms in that 
phrase are defined in the statute. 
 
The 2008 report did not actually provide any information pursuant to (11)(c), which requires a 
breakdown of each production company's expenses, but because of the inconsistency about the 
language (addressed above), it is somewhat hard to fault the report.  Subsection (11)(c) also requires 
not only that the identified spending be broken out by each production company, but that it be further 
broken out into three categories:  goods, services, and wages and salaries.  The report did not do that 
breakdown, even for expenditures in aggregate.  However, the MSU report did provide a detailed 
breakout--although the detail reflected only the spending on approved expenditures, not the total.  The 
degree to which the Film Office met this requirement depends on the extent to which one "incorporates" 
the full MSU report into the Film Office report.  This issue is also relevant to other requirements in the 
statute, addressed elsewhere; that is, the Film Office report lacked the information but some aspect of 
the requested information was presented in the MSU report.  The MSU report was reportedly 
commissioned by the Film Office or the Michigan Strategic Fund but is a separate document from the 
Film Office report.  Technically, the MSU report, as a separate document, should not suffice to meet the 
terms of the statute. 
 
The employment figures in the Film Office report suffered from several of the data problems previously 
discussed as well as additional issues that are more thoroughly described below.  For example, the 
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Film Office report attributed 2,800 jobs to the Media Production Credit--but these jobs were not 
annualized or adjusted to an FTE basis.  The MSU report addressed this issue--but the employment 
figures were model-based and derived from expenditures (rather than actual counts) and the report 
presented no corroborating information, such as might be obtained from U.S. Bureau of Labor Statistics 
surveys or other sources.  The MSU report, at least for 2008, did identify the actual employment, on an 
annualized basis, attributable to the documentation from the production companies. 
 
Analytic Comments Regarding the Film Office and MSU Reports 
 
Many of the comments in this section reflect information contained in the MSU report, rather than either 
Film Office report.  As indicated earlier, there is minimal information--particularly quantitative 
information--in the Film Office reports.  As a result, the focus of the following discussion is on the Media 
Production Credits for 2008. 
 
In 2008, approximately 47.3% of expenditures that qualified for the Media Production Credit did not 
affect the Michigan economy--primarily because the expenditures were made to individuals and firms 
outside of Michigan.  The law allows such expenditures to qualify for the credit under a variety of 
circumstances.  As a result, approximately $22.7 million of the $48.0 million in approved credits 
provided no contribution to the Michigan economy. 
 
The Film Office reported employment of 2,800 people associated with the productions.  However, the 
MSU report indicated that the typical 2008 production filmed for 23 days--reducing the job count to 254 
jobs on an annualized basis.  The remaining 411 "direct" jobs the MSU report identified for 2008 were 
estimated based on a REMI (Regional Economic Modeling Incorporated) model simulation.  The 
accuracy of this estimate is essentially unverifiable; it includes factors such as the employment 
"created" for a catering company when the production company pays money for a caterer.  As the 
income of film-related "direct" employment spreads through the economy, additional jobs are created.  
The MSU study used the REMI model to estimate a total of 1,102 additional jobs in 2008. 
 
Regardless of the employment figure one associates with the film credits, the estimated job creation 
represents a negligible impact on the Michigan economy.  For more than a decade, the monthly change 
in employment has averaged approximately 11,000 jobs and, over the same period, annual payroll 
employment has changed by an average of 66,400 jobs per year.  (During the 1983-2008 period, it 
varied by an average of 80,800 jobs per year.)  The annual employment figures identified in the MSU 
report would not be distinguishable from the "noise" in the monthly employment series, let alone the 
annual figures.  The 2008 gain represented a 0.016% increase in 2008 wage and salary employment. 
 
The MSU report estimated average earnings of $49,000 for these positions.  Using the employment 
figure of 665 "direct" jobs and the reported credit cost of $48.0 million, the Media Production Credit 
would equate to paying $72,180 per job.  The MSU analysis estimated, inclusive of multiplier effects, 
that the production company expenditures created a total of 1,102 jobs and provided $53.8 million of 
wages and salaries.  Using these figures, the credit would have equated to providing $43,600 of an 
average $48,800 job, meaning the Media Production Credit would have subsidized 89.2% of the cost of 
each new job. 
 
Assuming all of the $93.8 million in increased output (inclusive of multiplier effects) estimated by the 
MSU report was subject to sales and use taxes, as well as the MBT, the total "feedback" in tax revenue 
to the State from the credit can be estimated.  Sales and use taxes would total $5.6 million.  Assuming 
all of the affected firms had nexus to Michigan and thus were taxable, if firms averaged 10.0% profit on 
the output, the maximum MBT liability (excluding the effect of any compensation credits, investment tax 
credits, etc.) would total another $1.2 million.  (If any firms were eligible for the small business 
provisions but still large enough to require filing, the total could be as low as $0.2 million in MBT 
revenue.)  Income tax revenue on the $53.8 million in wages would be expected to generate $1.6 
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million.  State tax revenue thus would total a maximum of approximately $8.4 million to offset the $48.0 
million in credits, a gross return of 17.5%, or a total net return of a negative 82.5%.  
 
As discussed in more detail below, the MSU report analyzed a fairly narrow question.  The report 
evaluated what a larger motion picture industry would imply economically to Michigan, assuming it "just 
happened".  The report did not evaluate the credit or the incentives.  Furthermore, no subtractions were 
made for the cost of the credits--which still would have provided stimulus to the State economy either 
through State expenditures or through tax reductions.  Similarly, the MSU report derived the estimates 
of the impact on jobs, output, and wages by running a limited amount of data through a model.  The 
estimates were not based on thorough surveys of specific employers or economic sectors.  As a result, 
the figures in the MSU report should not be taken as absolute.  The figures are meant to be indicative, 
not determinative. 
 
One aspect omitted from comparison in the MSU report is a perspective of the changes with respect to 
the Michigan economy as a whole.  As indicated in Figure 1, based on Gross Domestic Product by State 
data for 2007 (which measures the value of all goods and services produced in Michigan during a given 
year), motion picture and sound recording industries in Michigan accounted for 0.1% of the Michigan 
economy, about $340.0 million.  While the $125.0 million in expenditures identified in the Film Office 
report represented a substantial (approximately 36.8%) increase in activity within the sector, it represented 
0.03% of the Michigan economy as a whole.  Examining the impact on wage earnings or employment 
produces similar results:  The sector is so small relative to the rest of the economy that even if the 
incentive increases activity in the sector by several orders of magnitude, it represents a negligible portion 
of the State economy.  If the $125.0 million is reduced to reflect the balanced-budget implications (an 
issue discussed later), the impact would represent a smaller portion of the Michigan economy. 
 
 

Figure 1 
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ANALYZING THE STATE REVENUE IMPACT OF FILM INCENTIVES 
 
Table 4 illustrates the various impacts of the Media Production Credit.  Data are provided to illustrate 
the impacts under two sets of estimates:  1) the data presented in the Michigan Film Office's 2008 and 
2009 Annual Reports, 2) the May 2010 consensus revenue estimates for FY 2008-09, FY 2009-10, and 
FY 2010-11.  Some of the figures related to the consensus estimates differ from those presented in 
Table 1.  Table 1 reflects the actual May 2010 consensus revenue estimates for all of the film 
incentives, while Table 4 only reflects the Media Production Credit.  Additionally, Table 4 incorporates 
data from the MSU study that were not incorporated into the May 2010 consensus estimates.  The 
value of the Media Production Credit is kept at the May 2010 consensus forecast level, but where the 
MSU report offered a different value for a factor assumed in the consensus estimates, the value from 
the MSU report is used.  As a result, many of the estimates in Table 4 are not strictly comparable with 
those in Table 1.  Despite these differences, the data support the previously indicated concept that 
there is a private impact that differs substantially from the impact on the State budget. 
 
Because the economy is not a controlled laboratory, all of the impacts related to the production credit 
are based on estimates.  The revenue impacts forecasted at the Consensus Revenue Estimating 
Conference are estimates, just as are the impacts estimated by the Michigan Film Office and the study 
presented by Michigan State University's Center for Economic Analysis.  Similarly, estimates for related 
incentives in other states are also based on estimates, whether performed by private, public, or 
academic entities and whether or not their conclusions portray the incentives favorably.  As a result, the 
figures presented in Table 4 should be regarded as indicative of the general directions and magnitudes 
of the effects, not as fixed, certain amounts. 
 
In estimating the impacts of any tax policy, a variety of effects must be included and assumptions made 
regarding economic behavior.  What follows is a description of the major analytical considerations, 
using the figures presented in the Michigan Film Office's 2008 and 2009 Annual Reports.  According to 
the 2008 report, through February 3, 2009, approved projects had made $125.0 million in expenditures 
eligible for the credit and received credits totaling $47,992,000, while the 2009 report indicated $223.6 
million in expenditures receiving $68.7 million in credits.  These figures are shown in the first two 
columns of data on lines 1 and 2 in Table 4. 
 
Balanced Budget Issues 
 
One of the most important considerations in the analysis of relevant tax policy is to recognize that the 
nearly $48.0 million in Media Production Credits for 2008 (and $68.7 million in 2009) otherwise would 
have represented either tax reductions or State spending that would have benefited the people of 
Michigan.  Had the money associated with the credit been spent on Medicaid, it would have gone to 
compensate doctors and medical personnel for their services and that income, in turn, could have been 
spent on consumer goods and services.  Had the money been spent on corrections, it would have 
purchased goods and services, as well as paid wages to individuals associated with the corrections 
system who, in turn, could have spent money in the Michigan economy.  Had the revenue been 
foregone through a reduction in business taxes or income taxes, affected taxpayers would have 
realized an increase in their after-tax income, which could have been spent on additional goods and 
services.  Recognizing these trade-offs is sometimes termed a "balanced-budget" analysis, because it 
recognizes that the funds for tax reductions or spending increases have an opportunity cost associated 
with them. 
 
 



22 

Table 4 
DETAILED COMPUTATION OF FILM PRODUCTION CREDIT ESTIMATES 

WITH REVISED ESTIMATES USING DATA FROM MSU/CEA STUDY OF MICHIGAN FILM INCENTIVES 
(Dollars in Millions) 

Line  

2008 Film 
Report 
Figures 

2009 Film 
Report 
Figures 

May 10 
Cons. Est., 

FY 2008-09a) 

May 10 
Cons. Est., 

FY 2009-10a) 

May 10 
Cons. Est., 

FY 2010-11a)

1 Film Production Expenses $125.00 $223.60 $97.67 $260.46 $325.58
2 MBT Cost ($47.99) ($68.73) ($37.50) ($100.00) ($125.00)
3 Net Initial New Expenses to State $77.01 $154.87 $60.17 $160.46 $200.58
4 Multiplier 1.43 1.61 1.52 1.61 1.70
5 Total New Economic Activity to State $110.12 $249.34 $91.46 $258.34 $340.98
6 Spinoff Activity $33.11 $94.47 $31.29 $97.88 $140.40
7 New wages $66.07 $149.61 $54.88 $155.00 $204.59
8 Share of total new activity 60.00% 60.00% 60.00% 60.00% 60.00%
9 New income tax on new wages $1.98 $4.49 $1.65 $4.65 $6.14

10 New sales tax from wages $1.59 $3.59 $1.32 $3.72 $4.91
11 Film spending on taxable items $44.05 $99.74 $36.58 $103.34 $136.39
12 New sales tax from film spending $2.64 $5.98 $2.20 $6.20 $8.18
13 Total State Revenue Impact ($41.78) ($54.66) ($32.34) ($85.43) ($105.77)

 Costs and Benefits       
 Private       

14 Cost ($68.63) ($110.65) ($57.00) ($161.00) ($212.50)
15 Benefit $178.75 $360.00 $148.46 $419.34 $553.48
16 Net Private Impact $110.12 $249.34 $91.46 $258.34 $340.98

 Public (State)       
17 Cost ($47.99) ($68.73) ($37.50) ($100.00) ($125.00)
18 Benefit (Revenue) $6.21 $14.06 $5.16 $14.57 $19.23
19 Net Public (State) Impact ($41.78) ($54.66) ($32.34) ($85.43) ($105.77)

  
 Adjusted to Reflect Credit-Eligible Expenses Made to Out-of-State Entities  

20 Net Initial New Expenses Contributing to 
State Economy 

$17.72 $48.82 $13.85 $36.93 $46.16

21 Total New Economic Activity to State $25.34 $78.61 $21.05 $59.46 $78.48
22 Spinoff Activity $7.62 $29.78 $7.20 $22.53 $32.31

 New Income Tax on New Wages       
23 Direct Film $1.39 $2.79 $1.08 $2.89 $3.61
24 Spinoff $0.23 $0.89 $0.22 $0.68 $0.97
25 New sales tax from wages $0.18 $0.71 $0.17 $0.54 $0.78
26 New sales tax from film spending $2.64 $5.98 $2.20 $6.20 $8.18
27 Total State Revenue Impact $4.44 $10.38 $3.67 $10.30 $13.54

 Costs and Benefits       
 Private       

28 Cost ($68.63) ($110.65) ($57.00) ($161.00) ($212.50)
29 Benefit (Michigan Only) $93.97 $189.26 $78.05 $220.46 $290.98
30 Net Private Impact $25.34 $78.61 $21.05 $59.46 $78.48

 Public (State)       
31 Cost ($47.99) ($68.73) ($37.50) ($100.00) ($125.00)
32 Benefit (Revenue) $4.44 $10.38 $3.67 $10.30 $13.54
33 Net Public (State) Impact ($43.55) ($58.35) ($33.83) ($89.70) ($111.46)

a)  The figures presented keep line 2 consistent with the May 2010 consensus revenue estimates. Due to differing 
assumptions for many lines, other revenue and expenditure figures will differ from the May 2010 estimates.  

Note:  See comments in accompanying text for explanation of figures. Data are not strictly comparable to the figures 
in Table 1.  
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In Table 4, line 3 illustrates the net impact of the increased film activity, taking into account the cost of 
the financial incentives.  As a result, using the data for 2008, the $125.0 million in film spending directly 
added only a net $77.0 million in economic activity to the Michigan economy.  This activity would 
represent the first line of expenditures:  wages for cast and crew, expenditures on set materials, 
costumes, catering, hotel rooms, etc. 
 
Multiplier Effects 
 
Economic activity does not exist in a vacuum or function as a single transaction.  Consistent with the 
flow of funds in the economy, additional spending at one point is transmitted through the economy.  
Wages paid to an extra in a movie production are spent by the individual to purchase food, housing, 
apparel, etc. Those expenditures in turn become wages in another layer of economic activity, where 
they are spent again.  The magnitude of the effect of this flow of expenditures depends upon a wide 
variety of factors, including the degree of openness in the economy being considered, but the total of 
these effects is termed a "multiplier".  The multiplier represents the amount of total economic activity 
generated by a change, divided by the amount of the initial change.  So a multiplier of 2.5 means that if 
$100 is initially introduced into the economy, it will ultimately generate a total of $250 worth of economic 
activity.  Different industries and different economies have different multipliers. 
 
The MSU report estimated that during 2008, the relevant multiplier for the film industry in Michigan was 
1.43, meaning that $100 of initial activity would generate a total of $143 in economic activity.  The 
consensus estimates assumed, based on other literature, that the multiplier would approximately equal 
2.0.  The multiplier values estimated in the MSU report are shown in line 4 of Table 4, and the total 
impact is listed on line 5.  Table 4 also shows what is sometimes referred to as "spin-off" activity.  Spin-
off activity is simply the additional activity beyond the initial set of transactions.  In Table 4, line 6 
indicates the spin-off activity associated with the additional film activity.  The $33.1 million shown under 
the Film Report column for 2008 represents, for example, additional activity created by actors spending 
their wages at a place such as Target, the purchases a tailor might make with the money he or she 
received for supplying costumes to a production, or the expenditures hotel employees might make with 
their wages from staffing a hotel where cast members stayed during the production. 
 
Revenue Effects 
 
All of the additional activity described above will generate tax revenue at various levels, depending on 
the nature of the expenditures.  In terms of initial expenditures, some spending, such as for hair-styling, 
makeup, and tailor services, is not subject to taxation, while other spending, such as wages paid to a 
cast member, is taxed.  The spin-off activity also generates tax revenue.  While hiring a stylist does not 
result in sales or use tax liability for the production company, the income becomes business income for 
the stylist and will be subject to the Michigan Business Tax and/or the individual income tax.  Line 7 in 
Table 4 estimates the total of additional wages created by both initial and spin-off activity.  The estimate 
is based on an assumption that wages represent 60.0% of expenditures, as indicated in line 8. 
 
Because of exemptions, deductions, and other tax provisions, additional income will not be taxed at the 
marginal statutory tax rate of 4.35%, on average.  Assuming an average effective rate of 3.0%, line 9 of 
Table 4 indicates the additional income tax revenue received on wages from both initial and spin-off 
activity.  Historically, approximately 40.0% of wages are spent on items subject to the sales tax.  Line 
10 indicates the additional sales tax revenue received as a result of initial and spin-off wages being 
spent on taxable goods and services under the sales and use taxes. 
 
The initial nonwage spending by a production company also can generate sales and use tax revenue, 
and these amounts are illustrated in Table 4 on lines 11 and 12.  The total net effect of the increases in 
income and sales tax revenue, as offset by the cost of the MBT credit, is shown on line 13 of Table 4. 
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Other Factors to Consider 
 
Many of the taxes the State levies are not listed in Table 4.  Some potentially relevant taxes, such as 
cigarette and liquor taxes, are omitted, as are hotel/occupancy taxes, as well as less relevant taxes, 
such as oil and gas severance taxes, insurance taxes, and property taxes.  Compared with the impact 
on other tax revenue, the effect of the increased activity on these taxes is less significant and more 
unclear, since it depends upon individual behaviors.  While not included in Table 4, the consensus 
revenue estimates did account for any positive revenue effects under the MBT, in terms of higher MBT 
revenue for business such as caterers, tailors, and stylists.  The analysis used in making the 
consensus estimates included the effects under the individual income tax, the sales tax, and the MBT, 
which together are estimated to account for almost 85.0% of total General Fund/General Purpose and 
School Aid Fund revenue for FY 2009-10.  As a result, the omission of the lesser taxes does not 
meaningfully alter the estimates. 
  
Despite these omissions, the revenue estimates in Table 4 likely overstate the identified positive 
revenue effects.  The estimates assume that all nonwage expenditures are subject to sales or use tax.  
As indicated earlier, a substantial array of services--particularly many associated with media production 
--are exempt from sales and use taxes.  Furthermore, for the wage levels for many of the positions, 
particularly those in spin-off activities, the assumed effective rate of 3.0% under the individual income 
tax is likely too high.  In addition, the sales tax estimates assume spending from the additional wages 
occurs entirely in Michigan.  To the extent that additional wages are spent on goods and services from 
other states, or on goods purchased through the internet and mail order, the estimates will also 
overstate the sales taxes received. 
 
Credit-Eligible Expenses Made to Out-of-State Entities 
 
An important factor not included in the analysis above or in the consensus revenue estimates is the 
extent to which expenditures that are eligible for the Media Production Credit essentially contribute 
nothing to the State's economic activity.  Generally, the statute requires only that the expenditures 
occur in Michigan in order to be eligible for the credit, although higher credit amounts are available for 
certain wages paid to Michigan residents and wage payments must also be subject to tax in the State 
to be eligible for the credit.  Other states with similar credits have confronted the same issue and it 
appears to be a significant one for Michigan.  If an out-of-state film production company hires the 
services of an out-of-state mobile postproduction unit, and the expenditure occurs in Michigan, it will be 
eligible for the credit.  However, none of the money will contribute to the State's economic activity:  The 
transaction is between two out-of-State entities and simply occurs within the boundaries of Michigan.  
The transaction generates a tax liability for the postproduction company (in this example, it would 
create nexus under the MBT, although such transactions might not be sufficient to meet the filing 
threshold for the tax), but the funds for the transaction essentially flow out of the State immediately.  
According to the MSU report, approximately 47.4% of the production expenditures eligible for the credit 
conform to these characteristics and contribute nothing to economic activity within Michigan. 
 
In Table 4, lines 20 through 33 repeat the analysis discussed above, but adjust for the fact that 
approximately 47.4% of the production spending does not add to the Michigan economy.  As indicated 
in the previous paragraph, the official May 2010 consensus revenue estimates do not account for this 
issue (due to data availability issues) and thus understate the cost of the film credits.  (An offsetting 
omission in the official estimates is that timing related to the actual claiming of credits, at least for FY 
2008-09 and FY 2009-10, also appears to be an issue.  This timing issue is discussed in more detail 
later in this report.) 
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Interpreting Analytical Claims 
 
In a July 15, 2009, Detroit Free Press article, in response to a question about the State paying out more 
than it gains, the director of the Michigan Film Office was quoted as saying, "They are just counting 
sales and income taxes.  They don’t count spending on hotels, rental cars, lumber yards, florists, etc… 
The gain far exceeds the cost."  Table 4 indicates two problems with the statement:  1) the analysis 
incorporated into the consensus revenue estimates does take this spending into account, and 2) the 
statement conflated the public and private impacts. 
 
As indicated in both line 16 and line 30 of Table 4, the net private impact (the economic change in the 
private sector from production spending, less the impact of the credits) is positive under both lines of 
analysis.  Lines 16 and 30 also essentially reflect the impact to which the Film Office director was 
referring.  Those involved in estimating the impact of the credits for the consensus revenue estimates 
have contended since the adoption of the credits that there is a definite positive impact of the incentives 
on the private sector.  That impact is illustrated on those lines.  The "benefits" listed on lines 16 and 30 
reflect not only the benefits from the film production but also the spin-off activity, even beyond the 
hotels, lumber yards, etc. 
 
However, those involved in estimating the impact of the credits for the consensus revenue estimates 
also have argued that the private impact of the incentives differs substantially from the public impact on 
the State budget.  Table 4 illustrates that difference, in lines 19 and 33.  While the private sector 
receives a positive net benefit, the State faces a negative net benefit in that the "feedback" in additional 
tax revenue from all of those hotels, rental cars, lumber yards, florists, etc. does not exceed the cost of 
the tax credits.  In fact, when the adjustment is made for credit-eligible expenses that do not contribute 
to Michigan economic activity, the loss to the State exceeds the gain to the private sector.  Using the 
figures from the 2008 Annual Report, the State spent $43.6 million to generate $25.3 million in private 
sector benefit. 
 
In the case based on the official consensus revenue estimates (the three right-hand columns of the 
table), the State loses revenue as a result of the film credits--even including the effects that the Film 
Office director inaccurately claimed were omitted.  The credit yields a positive private benefit, as 
identified by the Film Office director, but the private benefit does not provide a net positive benefit to the 
State's revenue.  Lines 20 to 33 indicate that if the consensus revenue estimates are further refined to 
reflect credit-eligible expenditures that flow out-of-State, in FY 2010-11, the State is expected to lose 
$111.5 million in order to create $78.5 million in private activity. 
 
COMPARING STUDIES OF STATE FILM INCENTIVES 
 
As the preceding analysis suggests, estimating the impact of film incentives can be difficult.  A number 
of states, including Michigan, that have enacted substantial incentives have attempted to evaluate the 
effects of those incentives  The conclusions of these studies have varied, however, causing many to 
wonder why studies could reach such different conclusions when evaluating the same basic issue.  
This section summarizes the aspects of the various film-related incentives and common issues that 
arise when their economic and revenue impacts are estimated.  Rather than discuss the specifics of 
each of the many studies available regarding state film incentives, or even a subset of them, the 
section highlights criticisms that tend to be characteristic of the reports and their varying conclusions, 
also identifying the nature of how the conclusions would potentially be changed if the criticisms were 
addressed.  In addition, the section addresses a few issues that have arisen specifically in regard to the 
Michigan incentives. 
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General Estimation Issues 
 
Most other states offer some sort of incentives to encourage film production, with incentives ranging 
from exemptions from the lodging tax to refundable, transferable credits that pay for a percentage of 
the production costs.  Some states offer additional credits related to the construction of film-related 
infrastructure.  Other incentives also include wage subsidies and/or credits against a company's liability 
for income tax withholding, as well as credits for training, low-interest loans, investment capital or even 
production grants.  Since 2002, several states have offered comparatively aggressive incentives:  
Connecticut, Georgia, Louisiana, Michigan, New Mexico, and New York.  These more aggressive 
incentives generally have credits that cover a higher percentage and/or wider range of production 
costs, impose either no caps or high caps on significant expenditure items (such as actor wages), and 
impose few (if any) limits on the aggregate value or cost of the incentives. 
 
As competition between states to attract film activity has increased, a number of studies have 
attempted to evaluate the impact of these incentives.  Most frequently, these studies have been 
performed by either government agencies or consulting firms.  Regardless of the entity performing the 
analysis, studies affiliated with or commissioned by the film industry or state film offices generally have 
produced more favorable evaluations of the incentive programs than have studies affiliated with other 
executive branch agencies, legislative agencies, or relatively independent analysts. 
 
Analysis of the any type of tax or expenditure incentive is often hampered by three significant  factors:  
1) An accurate analysis would need to know what would happen in the absence of the incentive; 2) the 
incentives cannot be evaluated in laboratory conditions but occur in the "real world" where confounding 
circumstances occur, preventing analysts from isolating the effects of the incentives because "other 
things" are not held constant; and 3) many of the theoretical impacts are not readily observable or 
measurable.  Analysts generally address the first factor by assuming that absent the incentive any 
(positive) incremental change in activity would not have occurred and/or that any negative incremental 
change would have continued or declined more rapidly.  While this assumption is convenient, it is likely 
unrealistic given the wide array of factors affecting the viability and location of media productions.  
Michigan's experience over the last year has illustrated that even with the most generous incentives in 
the nation, many production companies have chosen to film elsewhere--with some making that choice 
even after receiving the preproduction approvals for the Michigan incentives. 
 
Analysts traditionally address the second factor by evaluating the impact of incentives through the use 
of an economic/statistical model.  These models generally are built upon detailed labor data that are 
then linked to broader economic variables.  As with all models of this sort, the history of the data used 
to determine the relationships constrains the predictive ability of a model.  Often the models are used to 
evaluate changes that represent a mathematically significant departure from the events upon which the 
equations are based, which can cause the model to generate extreme results that are overly sensitive 
and frequently inaccurate.  The models also generally involve relatively detailed equations for a specific 
local geography and more general equations for the "rest of the world".  When evaluating changes in 
economic circumstances or policies, the models focus extensively on key labor factors compared with 
the "rest of the world", which is assumed to remain unchanged.  Many key variables in these models 
are not specified in a detailed fashion.  As with all economic models, the limitations and sensitivities of 
a model's construction can lead it to produce results that do not appear to be reasonable.  Effective use 
of any model requires the analyst to view the results in the context of the "real world" to conclude what 
additional modifications may need to be made to the analysis.  As a result, even "objective" use of such 
models ultimately requires some level of subjective involvement, and what constitutes a "reasonable" 
result will vary by analyst. 
 
The third factor is generally dismissed when the analysis is performed, in favor of an examination of the 
output of a controlled experiment (where the policy changes do not occur) with the computer model.  
Policy-makers generally desire to know the effects of their policy changes but, given the observation 
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and measurement problems, there is no feasible way to verify the figures with data that reflect the real 
world.  A model may indicate that a certain policy action, in the controlled environment of the model, 
generated a certain number of jobs or amount of income, but there are not practical means to verify the 
figures with real-world data, and the best methods of producing even more general assessments do not 
allow for timely results. 
 
As a result, even under the best conditions, policy analysis will be affected by the validity of 
assumptions employed in the modeling, the quality of data in the model, and the skill of the analyst in 
using the model.  Because small changes in many of these factors can result in large variations in the 
output, it is not surprising that different analysts can examine the same policies and come to 
significantly different conclusions.  Furthermore, because of the nature of the analysis, an 
understanding of many technical matters will generally be necessary to discern which conclusion is 
likely to be more valid, when differences occur. 
 
Balanced Budget Analysis 
 
Perhaps the most common practice in studies of film incentives, particularly those that portray the 
incentives most favorably, is to assume that the cost of the incentives on the state budget and state 
economy is zero.  States generally must balance their budgets, however, so any tax credit must be 
offset by either reduced expenditures or increased taxes just as any direct influx of capital such as a 
grant or loan would require additional revenue or an offsetting reduction in expenditure elsewhere in the 
budget.  Economists term the cost of what is foregone an "opportunity cost".  When an incentive's 
opportunity cost to the state budget and economy is incorporated in an analysis, it is often termed a 
"balanced budget" analysis.  Nevertheless, even some studies that identify a net negative impact on a 
state's budget, such as the report on Louisiana's Motion Picture Tax Credit prepared by Economics 
Research Associates, have neglected to incorporate balanced budget aspects into their analysis. 
 
Incorporating balanced budget components into an analysis can be quite difficult because an accurate 
modeling would require the analyst to identify the actual opportunity cost, which is often unknown 
information.  Given the complexities of state budgets and the numerous policy changes enacted each 
year that affect revenue and/or expenditures, it is generally impossible to identify that "program X" was 
reduced or eliminated or "tax increase Y" was enacted in order to finance a film incentive program.  
Specific opportunity cost information is useful because different sectors of the economy have different 
impacts and transmit their activity through the economy in different ways.  The cumulative impact of 
these transmissions is often termed the "multiplier effect" and different economic sectors exhibit 
different multipliers.  Reducing activity in a sector with a high multiplier in order to foster activity in a 
sector with a low multiplier will reduce the net benefit that might be achieved, while doing the opposite 
will increase the net benefit. 
 
Multipliers are difficult to estimate and the values obtained depend upon a number of key factors, 
including: 1) how the industry is defined, 2) the degree of openness in the affected economy, 3) 
spending behavior, and 4) tax rates.  While some of these factors appear relatively simple, in practice 
they can be complex.  The manner in which some industry groups, such as the agriculture industry, 
portray the industry can be illustrative.  For example, statements in the media indicating that agriculture 
is the second-largest industry in Michigan generally define portions of other industries as part of 
agriculture, such as transportation (which hauls agricultural products), the retail sector (grocery stores, 
for example), and the food services sector (such as restaurants).  Based on the standard classification 
of industries used by the U.S. Census Bureau, the U.S. Department of Labor, and the U.S. Bureau of 
Economic Analysis, if the private Michigan economy is divided into 20 sectors, the sector meeting the 
definition of agriculture ranks far behind second.  Data on Gross Domestic Product by State, measuring 
the value of all goods and services produced within a state, would rank agriculture (inclusive of fishing, 
forestry, and hunting) 18th, comprising 0.8% of the Michigan economy.  (Similar results are obtained if 
alternative data, such as employment, personal income, and wages, are examined.)  As a result, 
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depending on how "agriculture" was defined by the model and/or the analyst, a change in agricultural 
policy could have a direct effect (rather than secondary multiplier effects) on either a major or a minor 
portion of the State economy--in terms of the model's view of the State economy. 
 
The openness of an economy is also vital to determine a multiplier, as is the size of the economy.  
Multipliers depend upon the transactions moving through the economy and if the economy is very open, 
the money can flow to another economy quickly.  A simple example can illustrate the issue:  If an 
individual from out-of-State comes to Michigan and purchases an umbrella at a local store, it boosts the 
economy.  But if the store owner then replaces the sold inventory by ordering another umbrella from its 
supplier in New York, only the portion that represents the profit from the umbrella stays in the Michigan 
economy to continue circulating.  If the umbrella expenditure was $10 and the cost from the supplier 
was $8, only $2 remains then to be spent at, for example, a local grocery store.  If the local grocery 
then replenishes its inventory by ordering $1.50 in produce from California, only 50 cents of the original 
$10 purchase remains in the Michigan economy after just three transactions.  As a result, the multiplier 
would be much smaller than if the umbrella were ordered from a Michigan manufacturer and the 
produce were ordered from a Michigan farm.  Different states will exhibit different multipliers, based on 
the openness and size of the state economy and how quickly increases in economy activity flow to "the 
rest of the world". 
 
Most issues regarding multiplier factors are very technical.  The important aspect of multipliers is that 
they are difficult to estimate and can vary significantly, and the choice of multipliers not only will affect 
the impacts from any analysis but also will be important when the impact of the opportunity cost of a 
film incentive is compared. 
 
The few studies and analyses that have used a balanced budget perspective generally have assumed, 
for simplicity, to apply the same multiplier (which will represent the cumulative economic impact) to the 
opportunity cost as is applied to the film industry.  In most cases, this assumption will understate the 
opportunity cost of the film incentive and overstate its impact.  First, with few exceptions, states 
enacting film incentives have small and/or underdeveloped film production industries.  Second, due to 
the nature of the political process and the nature of government's role in the economy, the fiscal impact 
of government activities frequently will affect larger industry groups (and/or local groups) that are likely 
to exhibit larger multipliers than the media production sector (as well as keeping more of the spending 
in-state).  In the case of the May 2009 consensus revenue estimates for the film credit, the opportunity 
cost was taken into account.  Had the issue been omitted from the analysis, the estimate of additional 
private sector activity would have been increased by more than 62.0%.  As a result, any analysis that 
fails to evaluate the impact of film incentives using a balanced budget approach will seriously 
overestimate their economic impact. 
 
Out-of-State Spending 
 
A number of states have discovered problems with evaluating even the initial spending from film 
productions.  For example, Connecticut discovered that a significant portion of its production credit was 
subsidizing payments that essentially left the state immediately:  Production companies were hiring 
New York companies (which were firmly established) to come to Connecticut to work on productions.  
The transactions occurred in Connecticut and were eligible for the credit, but the expenditure left the 
state immediately and added nothing to its economic activity.  As noted above, the Michigan State 
University study on Michigan's Media Production Credit indicated that approximately 47.4% of the 
production expenditures eligible for the credit essentially left Michigan and thus did not add to the 
State's economy.  Studies that fail to account for the flight of capital out of state will seriously overstate 
the impact of any incentive program. 
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Combining the out-of-State spending factor with the balanced budget issue can substantially reduce the 
estimated impact of film incentives, when compared with studies that omit these two factors.  Because of 
the manner in which the factors interact, if they are omitted in an analysis consistent with the May 2009 
consensus revenue estimates, the economic impact on the Michigan economy will be overstated by a 
factor of more than seven.  (This would suggest more than $780.0 million in private sector activity in FY 
2009-10, compared with approximately $110.0 million.)  In other words, incorporating just these two 
adjustments lowers the credit's estimated private sector economic impact on Michigan by almost 86.0%. 
 
Employment Measures 
 
The models traditionally used to analyze the economic impact of film incentives rely on labor data 
extensively.  Changes in labor force size, relative demand for employment, and relative labor costs are 
the primary drivers of these models.  As a result, the accuracy of any employment or wage figures put 
into a model to represent the effect of the film incentives will significantly affect the magnitude of the 
estimate.  Aside from the issue of out-of-state credit-eligible expenses discussed previously, there are 
several issues that arise in using accurate employment measures:  1) full-time versus part-time 
employment, 2) how many of the employees are residents of the state granting the incentives, and 3) 
how much of the measure represents new or additional activity, versus a redirection of existing activity. 
 
The full-time equivalent status of the employment figures is the most easily addressed issue, and while 
it can have a significant impact on the estimates, it is not necessarily the issue that will most affect the 
results.  Film offices and economic development agencies typically provide figures based on information 
received from incentive recipients and the data rarely include FTE values for any jobs created.  Because 
incentives are generally based on the aggregate wages paid to different classes of employees, it can be 
difficult to differentiate the wages paid to a tailor or seamstress to make a costume from those paid to a 
member of the lighting crew.  The tailor or seamstress may provide a total of 10 hours' labor to a 
production when constructing a costume, while a person working with the lighting crew may work many 
hours each day for the full duration of the production.  Figures supplied by film offices generally count 
each employee, regardless of the duration of his or her employment, and do not express figures as 
FTE positions. 
 
Making the adjustment to FTE levels is important and there is no clear approach, given the limited 
nature of the data supplied by (and requested of) incentive recipients.  The approach followed by the 
MSU study is typical of the adjustment made by studies that do make an adjustment.  The MSU authors 
assumed that each employee associated with a production worked for the same number of days the 
production filmed.  For the MSU study, the average production filmed for 23 days, so the 2,763 direct 
jobs were reduced to 254 FTE positions, assuming a 250-day work year.  This adjustment likely 
overstated the actual number of FTE positions, given that productions generally pay only for the time an 
individual is actually needed and many employees associated with a production are not needed for the 
full duration of the production process.  Despite any potential inadequacies in this sort of adjustment, 
the impact on the analysis is substantial.  In the case of the MSU study, the adjustment reduced the 
level of economic impact by nearly 91.0% compared with unadjusted figures. 
 
The issue with residency also is important in that it duplicates the same problems with out-of-state 
spending.  It is possible, however, for an analyst to adjust appropriately the credit-eligible spending that 
occurs out-of-state and yet not reduce the employment figures to account for jobs provided to 
nonresidents.  While most states offer incentive programs that discriminate between resident and 
nonresident employees, and thus should possess data that can allow analysts to differentiate the 
employees in their analysis, many of the reports fail to indicate whether the adjustment has been made. 
The distinction is important analytically because of the way the models transmit economic activity 
across the economy.  The "local" part of the model will generally treat all employment as indigenous to 
the local economy:  Shortfalls are compensated for through a combination of rising wage rates and in-
migration of labor.  However, if a portion of the labor demand for the production is fulfilled with purely 
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nonresident labor (as opposed to nonresident in-migration), the model will overstate the economic 
impact.  Furthermore, it is likely that the models do not appropriately distinguish between the natures of 
different types of employment:  The limited-term nature of employment, combined with the highly 
specialized skills or relationships that comprise the entertainment industry, is substantively different from 
more traditional jobs such as those in retail, manufacturing, or even health or business services that are 
more accurately captured in the models. 
 
The MSU study also appears to have largely captured the residency issue by using the in-State labor 
expenditures and generating employment through a measure of "sales per employee".  Had the study 
not made this adjustment, the employment effects could have been 335% larger than stated.  
(Conversely, making the adjustment lowered the employment impacts by more than 70.0%.)  Most 
reports from other states are far less clear than the MSU report about any of the adjustments made to 
the models' employment data input and thus may significantly overstate not only the employment 
effects but also the subsequent economic activity generated as a result of those jobs (tax revenue, 
sales, output, indirect employment, etc.). 
 
Most studies generally resolve the last employment issue by assuming that all additional employment 
related to a production (both direct and indirect) represents an increase in employment.  In other words, 
a make-up artist who works on a production is assumed to have been unemployed absent the 
production, rather than merely working more hours.  Similarly, the analysis assumes the employee has 
not shifted his or her employment from working on credit-eligible productions instead of another 
production that does not qualify for the credit.  Similarly, services hired by the production (such as for a 
caterer or set construction) are assumed to represent new activity, rather than taking away from 
existing activity.  The model implicitly assumes that no groups that otherwise would have hired the 
caterer or the construction worker choose to do without those services as a result of the commitment 
the caterer or construction worker has made to the film production.  Obviously, the extent to which film 
activity merely redirects existing activity will have a significant impact on the real world effects of the 
incentives.  In the extreme, if 100% of the film-related activity were simply redirected transactions, the 
net increase on the economy would be zero. 
 
Private vs. Public Impact 
 
Regardless of whether the ultimate focus of the studies conducted on film incentives has been the 
effect on the economy and/or the effect on government budgets, the conclusions have often contained 
multiple findings--potentially resulting in confusion or misinterpretation by readers.  Virtually all studies 
of film incentives have included an analysis of their economic effects, i.e., effects on private sector 
economic activity that result from film productions that are attributed to the incentives.  Relative to the 
size of the incentives, it is not uncommon for the estimated private sector impacts to be large, 
particularly if one of the previously discussed concerns, such as balanced budget effects or out-of-state 
spending issues, has not been addressed adequately. 
 
Press releases from economic development agencies often highlight these differences, citing statistics 
such as "30 film productions…incurring $282 million in expenditures…that will claim $86 million in 
credits…".  There is nothing inherently wrong or inaccurate about these statements, but readers 
frequently misinterpret them.  The $86.0 million in credits is a public sector impact and reflects the loss 
of revenue experienced by the state budget.  The $282.0 million in expenditure (or economic activity, or 
output, depending on how it is presented) represents a private sector impact and reflects the increase 
in economic activity experienced by employees and businesses directly associated with the film 
production (and, depending on the report, inclusive of the "multiplier effects").  Readers often then will 
interpret the figures to mean "the state received $3.28 back for every dollar it spent" because the state 
spent $86.0 million in credits and there was a positive result of $282.0 million on the economy.  This 
sort of analysis is correct--if the reader is examining the impact of the program on the private economy. 
But, using this example, a $3.28 return to the private economy does not equate to a $3.28 return to the 
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state government.  Because of the nature of the credit and the activity, no tax rate could cause the state 
to receive more in revenue than it spent.  In this example, even "breaking even" for the state would 
require an average state tax rate of approximately 30.0% (so that $282.0 million in economic activity 
would generate $86.0 million in tax revenue).  No state exhibits such a high average effective tax rate. 
 
The confusion between public and private impacts can even show up at high levels, particularly if a 
study has neglected to evaluate the public sector (tax revenue) impacts.  For example, the MSU study 
did not evaluate any of the public sector impacts, whether in terms of balanced-budget analysis or in 
terms of revenue generated by either the direct or multiplier economic effects.  No estimates were 
presented regarding any revenue impacts at all; the report did not even summarize the tax credit value 
for the credits it evaluated.  The study only attempted to evaluate the private sector impacts of 
Michigan's film credit.  However, in testimony before the Senate Finance Committee on April 30, 2009, 
Jim McBryde of the Michigan Economic Development Corporation, referring to data from the MSU 
study, indicated that the $48.0 million in Michigan film credits had returned over $200.0 million to the 
State of Michigan.  The MSU study did not make such a claim, however, and the claim confused the 
timing of activity and mixed claims about private benefits with claims regarding public revenue.  The 
$200.0 million estimate from the study represents the estimated increase in private sector output for 
2009, given a higher new assumed level of film activity.  As indicated earlier, the MSU report made no 
estimates about tax revenue to any unit of government. 
 
Confusion Regarding the Timing of Activities 
 
Confusing the public and private sector impacts of the incentives is not the only area in which an issue 
related to film incentives often becomes muddled.  At least several studies of the impact of incentives 
have indicated future benefits, either to state revenue and/or the state economy, and then computed a 
present value of those benefits.  In addition to difficulties that often arise when dealing with the time 
value of money, comparing the current value of revenue that may be received in four years (or longer) 
against the current-year impact of a credit is not realistic in a budgetary sense:  A state cannot pay a 
current-year credit (or fund some other program) with revenue that will not be received for years. 
 
Similarly, the timing of credits and the occurrence of economic activity creates difficulties.  This issue was 
most evident in February 2009 when the Michigan Film Office released the report on 2008 activities.  The 
report indicated that $48.0 million in refundable credits had been issued for 2008.  Many compared this 
figure to the FY 2008-09 consensus revenue estimate from both January and May 2009 of $100.0 million, 
or to contemporary press releases that indicated the cost to the State of the incentives would total 
approximately $164.0 million, although none of these figures are comparable to each other.  Production 
companies must enter into an agreement with the Film Office in order to receive the credits and these 
"pre-approvals" of production companies' plans (as of the February 3, 2009, press release) totaled 
approximately $164.0 million.  After production is completed, the Film Office must issue a postproduction 
certificate approving a final credit amount.  As of February 3, 2009, the Film Office had issued $48.0 
million in such certificates.  To claim the credit, taxpayers must file an annual Michigan Business Tax 
return.  As these returns are filed, the State will process the credits (and issue any refund checks).  The 
consensus revenue estimate at that time forecasted that between October 1, 2008, and September 30, 
2009, the State would issue approximately $100.0 million in such credits. 
 
Other states with longer-running incentive programs have experienced similar delays in linking film 
activity and actual refund processing (which is one reason that some studies have attempted to put 
revenue and expenditure amounts into a current value framework).  Because of the delays, it is 
possible for a state to observe a substantial increase in economic activity that appears to come at little 
or no budgetary cost, because the budgetary cost will be experienced in future years once the credits 
have made their way through approvals, filing requirements, and tax reviews.  The Michigan Film Office 
report identified $125.0 million in credit-eligible film production expenditures and those definitely 
affected the 2008 Michigan economy.  As of early May 2009, none of the credits associated with that 
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activity had completed the process to a point where the State was issuing refund checks.  Depending 
on the perspective, it would appear that the 2008 boost in economic activity was costless, although the 
actual costs were posted against the FY 2008-09 and FY 2009-10 budgets, and those budgets will 
corresponded to different levels of new film production activity. 
 
Confusion Regarding the Incentive Itself 
 
It is significant that many individuals and media outlets appear to misunderstand the nature of the film 
incentives, mistaking the incentive for a reduction in actual tax liability rather than a credit amount for 
something unrelated to tax liability.  For example, if a production company qualifies for the 42.0% credit 
rate and makes $1.0 million in credit-eligible expenditures, the incentive allows it to receive a credit for 
$420,000, regardless of the taxpayer's actual liability.  If the production company reported an MBT 
liability of $20,000, it would receive a $400,000 refund (the difference between the film credit of 
$420,000 and the tax liability of $20,000).  In contrast, many individuals and media outlets appear to 
believe that the credit would reduce the production company's liability by 42.0%, to $11,600.  Under this 
line of reasoning, the State is "giving up" money it would never have received absent the credit:  
Without the credit the production would not have occurred and the production company would not have 
a liability of $20,000; thus, giving up a portion of that revenue to attract the company is a "win" because 
the State still receives $11,600 it would have never received.  However, that line of reasoning is faulty 
because the State is paying $400,000 on top of giving up 100% of the production company's tax 
liability.  The private sector received $1.0 million from the incentive, but the State gave up 100% of the 
liability it would have never received plus another $400,000. 
 
Other Factors 
 
There is a wide variety of lesser factors that can cause studies to provide significantly different portrayals 
of incentive programs.  While the previously listed issues are somewhat technical, many of these other 
issues are even more technical.  The models used to evaluate these incentives provide very poor, and 
sometimes even nonexistent, modeling of the tax structure.  As a result, the nature of how the incentives 
are specified is very important.  Often, the way changes are incorporated fails to capture the limited 
nature of the tax provisions or the specific industries affected.  For example, in most models, taxes are 
modeled only as an aggregate average tax rate, faced by "the business community". In such a model, 
the state tax rate might be 5.0% (assuming the model does not use a combined Federal, state, and 
local tax rate as do most models), based on something akin to taking total business tax revenue and 
dividing it by total economic output.  The incentive may substantially affect the liability of very few, 
perhaps 50, taxpayers out of a population of 150,000 taxpayers.  The model will compute the effects of 
the incentive as if all 150,000 taxpayers received a rate cut from 5.0% to perhaps 4.8% rather than 
keeping the taxes for most taxpayers constant and substantially lowering the rate on (or giving refunds to) 
the 50 affected taxpayers.  However, the economic effects of a rate cut for all taxpayers are very different 
than the economic effects of a substantial cut for very few taxpayers--especially when those taxpayers 
have little or no liability before the incentive. 
 
A host of other problems can result from inadequate tax modeling, ranging from issues regarding 
business size to the distribution of the change across economic sectors, even if the tax rates are correctly 
specified.  However, the correct specification of tax rates can frequently be very difficult.  A common error 
is to use statutory tax rates in calculating revenue from additional marginal economic activity.  While 
applying statutory rates in this manner is generally an appropriate process for evaluating the impact of, 
for example, an increase in income received by a specific individual or business, it is not appropriate 
when evaluating effects where additional employment is being generated, particularly if the additional 
workers are relocating from out-of-state. 
 
A simple illustration can demonstrate the impact of using statutory rates rather than average effective 
rates when specifying the taxes in the models.  Assume individual "A" lives in a state with a flat income 
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tax rate of 4.35% and already earns enough to have an income tax liability.  If that person earns 
$20,000 as a result of increased business activity spurred by a tax incentive, he or she will pay an 
additional $870 in taxes.  However, if instead the credit creates a new job that is filled by individual "B", 
who is currently unemployed and has no income, the additional $20,000 of income will generate less 
revenue than it did for "A".  When computing the income tax liability, "B" will subtract amounts for a 
personal exemption and any standard deduction, paying tax only on the remainder.  In Michigan, each 
personal exemption subtracted $3,600 from income in 2009, so a family of four would subtract $14,400 
and pay tax on the remaining $5,600.  As a result, "B" would pay only $243.50 in income tax revenue--
approximately one-fourth of the additional tax revenue generated in the case of individual "A".  In this 
case, "B" pays an effective income tax rate of approximately 1.2%, well below the 4.35% rate specified 
in statute.  The same effect will happen if "B" is an individual who migrates to the state to take 
advantage of the new job opportunity.  The value of exemptions and deductions will cause the revenue 
received by the state to reflect a lower income tax rate than the statutory rate.  If a model uses the 
statutory rate to evaluate the effects of the tax change, it will likely substantially overestimate the tax 
revenue generated by the change. 
 
The aggregate effect of provisions such as deductions, exemptions, and credits can be substantial.  In 
2006, the statutory tax rate under the Michigan individual income tax rate was 3.90% while the average 
effective rate was 2.03%, slightly more than half of the statutory rate.  A model that used the statutory 
rate of 3.9% to estimate additional tax revenue would thus overestimate the actual revenue the State 
would likely receive, almost doubling the actual revenue that would be generated. 
 
In some cases, the reports have not only specified the tax rates incorrectly, but made additional 
adjustments that have caused the effective rates to be too high.  In other cases, the analyses have 
attempted to estimate tax revenue using an overall statewide effective tax rate inclusive of all taxes, but 
then allocated the revenue across individual taxes using the highest statutory marginal rates--resulting 
in a serious distortion of the allocation of revenue across taxes. 
 
Some reports have struggled with appropriate wage data or treated the data inconsistently.  In other 
cases, national average wage data have been applied to specific states where the size of the industry 
would suggest such rates were incorrect.  The reports often assume all of the economic activity 
associated with a credit would not exist absent the credit, even in cases where the rhetorical purpose of 
the incentives (or their expansion) was to retain employment or activity.  Particularly in this example, 
any positive deviation from the forecast error has been attributed to presence of the incentives.  In other 
cases, data used in historical comparisons have not received sufficient evaluation.  For example, in a 
report on the New York film credit, employment changes related to the lack of incentives (or their 
subsequent adoption) were not adjusted to reflect the substantial changes that occurred after the 
September 11, 2001, terrorist attacks in New York City. 
 
Another technical problem that has appeared in a few studies is the inclusion of "film tourism" returns, 
in terms of economic activity and/or tax revenue.  These studies have exhibited numerous problems in 
incorporating this aspect, most notably: 1) a lack of strong empirical evidence upon which to base the 
modeling, and 2) the fact that the estimation of multipliers generally captures these effects, so to some 
degree the effects get double-counted. 
 
One final problem that is somewhat less technical, but highly relevant, is what actually gets compared 
in the final analysis.  Many of the studies that have portrayed the film incentives very positively, 
particularly in terms of the return of tax revenue, have combined state and local tax revenue in looking 
at the "return".  In some cases, the combination can lead to substantial increases in the apparent 
returns, and returns have frequently been doubled.  As with the issue of calculating a present value of 
future returns, combining local revenue with state revenue presents an inaccurate evaluation from a 
budgetary perspective:  State governments may not balance their budgets by counting revenue 
received by local governments.  Increases in local tax revenue, while advantageous to local units of 
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government (particularly if attributable to the film incentives), do not provide a relevant offset for a state-
funded tax credit.  States are obligated to find ways to afford the incentives they adopted from their own 
revenue and expenditure policies. 
 
CONCLUSION AND PROSPECTS FOR THE FUTURE 
 
Since their adoption in April 2008, Michigan's incentives for film and media production have attracted 
considerable interest.  In 2008, the Michigan Film Office received 136 applications for credits, of which 
71 applications were approved.  By the end of 2008, 35 productions had been finished and the production 
companies received postproduction certificates of completion totaling approximately $48.0 million in tax 
credits.  Applications for another 126 productions were submitted during 2009; of those, 62 were 
approved.  Of the approved applications, 46 productions were completed during 2009, although the 
production companies filed for only 38 postproduction certificates during 2009.  Credits approved as part 
of these incentives were estimated in May 2010 to total $37.5 million in FY 2008-09, $110.0 million in FY 
2009-10, and $135.0 million in FY 2010-11; of these amounts, the Media Production Credit accounts for 
$37.5 million in FY 2008-09, $100.0 million in FY 2009-10, and $125.0 million in FY 2010-11.  The May 
2010 consensus revenue estimates forecasted the net revenue impact on the budget to lower revenue by 
$30.8 million in FY 2008-09, $91.4 million in FY 2009-10, and $111.8 million in FY 2010-11, with even 
larger reductions in General Fund revenue in FY 2009-10 and FY 2010-11, of $100.7 million and $125.7 
million, respectively.  Based on the experience of other states, the revenue costs of these incentives 
are expected to grow substantially over the next few years. 
 
The analysis of film incentives is a complex process.  Many assumptions and interactions must be 
accounted for and studies will differ in both the manner and degree to which these issues are 
addressed.  Failure to address several of the issues that arise can cause results to differ by factors of 
more than 10, or even produce results that differ in the direction of their impact.  Studies that have 
produced lower impacts for film incentives have generally addressed more of the issues and/or used 
more realistic assumptions, but such a claim cannot be made universally about the studies.  This paper 
has highlighted a few of the more significant factors that a critical reader of these analyses should 
consider when evaluating the merits of a study. 
 
Regardless of what factors are accounted for in the analysis, film incentives have generally exhibited a 
positive private sector impact in the form of creating employment and generating income.  The 
magnitude of impacts depends upon a wide array of assumptions.  In Michigan, however, the sector is 
very small relative to the size of the economy, accounting for less than 0.1% of gross domestic product 
by state and about 0.14% of wage and salary employment.  If the MSU report's employment projections 
are correct, the sector will increase in size by approximately 50% over the next five years.  However, 
this growth would represent only roughly 2,900 jobs, about 8.1% of the jobs lost between May and June 
2008.  The information sector, of which media production is a subsector, lost 3,100 jobs in 2008--even 
with the film incentives.  If the incentives have the impact forecasted in the MSU study, it will be 
insufficient to bring the information sector back to its 2007 level.  Any probable impact from the film 
incentives is likely to have a negligible impact on economic activity in Michigan, particularly when the 
economy is viewed as a whole. 
 
As is true for most tax incentives, the film incentives represent lost revenue and do not generate sufficient 
private sector activity to offset their costs completely.  As with other types of incentives and credits, 
whether the relationship of costs to benefits is acceptable is a decision for individual policy-makers. 
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